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India  and  Pakistan 
pledge  co-operation 
after  summit  talks 

India  and  Pakistan  are  to  step  up 
efforts  to  solve  bilateral  disputes 
following  the  first  visit  by  an 
Indian  prime  min  later -to  Pakistan 
In  a decade.  They  plan  talks  on 
security  to  buHd  confidence  fol- 
• lowing- their  nuclear  test  blasts 
last  year  and  wffl  give  each  other 
advance  warning  of  any  ballistic 
missSe  tests.  Page  14,-  Journey 
to  reconoflMttoiT,  Page  3 

Clash  foams  over  bananas  ' 

Washington  and  Brussels  pre- 
pared for  another  dash  over 
bananas  at  the  World  Trade 
Organisation  as  the  US  signalled 
Its  Intention  to  go  ahead  with 
trade  sanctions  against  European 
goods.  Page  4 

Turkey  rejects  EU  advice 
Turkey  said  the  European  Union, 
had  no  right  to  tell  It  how  to  try 
Abdullah  Ocafauri,  the  captive 
leader  of  the  PKK  Kurdish  guer- 
rflla  group.  Page  2 

Cook  In  appeal  Id  Spain 
Britain  and  Spam  discussed  foe 
* latest  crisis  over  Gibraltar.  British 
foreign  secretary  Robin  Cook 
appealed  to  Madrid  to  end  long 
border  checks  for  traveflers  from 
the  British  colony.  Page  4 

Btalr  sets  over  S Africa  deal 

UK  prime  minister  Tony  Blair 
wrote  to  the  leaders  of  Spain, 
France  and  Italy  to  urge  support 
for  a planned  trade  agreement 
between  foe  European  Union  and 
South  Africa  that  faces  collapse,  1 
Page  2 

Iftrabw  faces  defat  renegotiation 

Ukraine  may  have  to  renegotiate 
part  of  its  external  debt  servicing 
if  a loan  from  the  International 
Monetary  Fund  is  delayed 
J beyond  March,  finance  minister 
'1  Itior  MHJukov  add.  Page  4 

Malaysian  opposition  pact 

Malaysians  two  strongest  oppose 

ruling  UMNO  party  of  prime  miri-' 
istar  MahathJrMofwrnadinfoe 
next  general  election.  Page  3 

Iran  biamn  Iraq  for  kOng  . 

Iran  said  Iraq  was  responsible  for 
the  WWng  of  a senior  Shis  dsrte 
in  Iraq  and  said  foe  murder  was 
part  of  Baghdad’s  persecution  of 
Moslem  Shias.  Page  4 

Canon's  son  to  ImmI  ode  group  - 

The  targast  Cuban  exile  opposi- 
tion group  is  set  to  elect  foe  son 
of  Its  late  leader,  Jorge  Mas  Can- 
oes, to  succeed  his  father,  reaf- 
firming its  hardline  stance  against 
President  Fldd  Castro.  Page  4 

Cuba  may  cut  US  phone  Safes 

Cuba  said  It  would  sever  most  of 
fta  direct  phone  links  wRh  the  US 
If  US  phone  companies  did  not 
Immediately  setts  payments 

arrears.  Page  4 

POP  takas  load  tn  Mgsriapofl  ; 

Early  results  from  Nigeria’s  sen- 
ate and  assembly  elections  gave 
a strong  lead  to  foe  People’s 
Democratic  party.  Page  4 

Congo’s  government  Sssolwri 

Congolese  president  Laurent 
Kabila,  back  from  a trip  to  Sudan 
and  Saudi  Arabia,  dissolved  his 
government  and  said  he  wanted 
to  promote  national  unity, 
democratisation  and  reconstruc- 
tion. 

Woman  drowned  In  flood 

A woman  (frowned  In  France  and 
shipping  traffic  was  halted  on  foe 
River  Rhine  after  rain  and  melting 
snow  caused  flooding  m France, 
Germany  and  Switzerland. 
Weather  reports,  Page  14 
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UBS  to  integrate  its 
global  operations  in 
move  to  cut  costs 

UBS,  foe  biggest  bwik  in 
continental  Europe,  plans  to  Inte- 
grate Its  worldwide  operations  to 
cut  costs  and  underfine  group 
unity.  It  wffl  roean  less  indepen- 
dence for  its  Warburg  DtHon 
Read  investment  banking  and 
UBS  Brinson  asset  management 
arms.  Companies  and  Markets, 
Page  15 

Untiemr,  the Anglo-Duteh 
consumer  group,  (s  dose  to 
announcing  Its  first  stock  buy- 
back programme.  Companies 
end  Markets,  Page  IS;  Lex, 
Page  14  \ 

Mr  France  shares  are  expected  to 
surge  on  foefr  first  day  of  trading 
In. Paris  today.  The  tranche  for 
small  investors  was  subscribed 
more  than.  12  times.  Interna- 
tional companies,  Pago  IB 

(MM  Technologies  industrial 
group  is  today  expected  to 
announce  the  acquisition  of  fflln- 
ots-based  aerospace  compo- 
nents mater  Sunsfrand  In  a deal 
Italy  to  be  valued  at  $4bn.  • 
Companies  and  markets, 

Page  15 

The  World  Trade  Organisation  has 
Mt  the  aerospace  Industries  of 
Canada  and  Brazil  by  rufing  that 
their  government  support  pro- 
grammss.  constitute  iHegal  subsi- 
des. TVade,  Pago  5 

Morgan  Stanley  Dean  Wttsr’s  two 
top  executives  had  pay  packages 
dose  to  $17m  each  forgukfing 
foe  secuWes  firm  safely  through 
last  year's  market  turbulence. 
Philip  Purcell  Is  chairman  and 
Joint  chief  executive  officer,  and  . 
John  Mack,  president  and  Joint 
chief  operating  officer.  Compa- 
nies and  Finance,  Page  .18 

Hyundai  Bsctfonfcs’  planned 
takeover  of  cWpmaker  LG  Sami- 
oon  has  dtaUsd  and  meefiators 

ovarlfiter^tel  temte  me  merger 
h»  centrepiece  cfSouth  Korea's 
xxxpQFtde  racdnjcturing  pro- 
gramme. Companies  and 
Finance,  Page  18 

Toyota  Meter  could  sen  shares  In 
subsidiaries  to  compensate  for 
an  estimated  Y300bn  (teuton) 
shortfall  in  pension  reserves.  It 
wants  the  Japanese  government 
to  allow  companI«f  touae  CT038- 
sharafroldfhgs  as  pension 
reserves.  Companies  and  - 
-Finance,  Page  18 

taboo,  Pakistan's  flagship  private 
power  project,  will  have  to  res- 
chedule $500m  In  commercial 
debt  as  a result  of  Its  dispute 
with  the  government  on  corrup- 
tion and  electricity  pricing.  Com- 
panies and  markets.  Page  16 

Brazil  formally  moved  Into 
recession  at  the  end  of  last  year 
as  the  high  Interest  rate  policy 
aimed  at  preventing  a currency 
crisis  caused  the  economy  to 1 
show  its  worst  annual  growth 
record  since  1992.  Page  4 

BP  Amoco  led  creditors  who  have 
appointed  their  choice  of  a bank- 
ruptcy administrator  to  manage 
Russian  oil  giant  Skianco.  They 
overruled  the  alternative  candi- 
date initially  appointed  by  Vladi- 
mir Potanin,  whose  Interroe 
group  is  Skianco’s  largest  share- 
holder. UK  companies.  Page  16 

HHten  HU,  UK  betting  shop 
drain,  scrapped  Its  planned  pub- 
lic offering  after  Japanese  Ijonk 
Nomura  decided  to  sell  it  to  two 
private  equity  firms  for  £825m 
(S1-3bn).  UK  companies.  Page 
18 
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says  Italian 
phones  group 

Telecom  Italia  to  fight  $58bn  offer 


By  Paul  Betts  In  Wait 
BHzta  Rotob 


Telecom  Italia,  Italy's  privatised 
telecommunications  group,  ye* 
terday  rejected  a Ll02,000bn 
<|S8b(£*  hostile,  takeover  hid  tay  its 
much  crrmnpT  Italian  rival  Oli- 
vetti, setting  the  scene  for  one  of 
Europe’s  biggest  takeover  battles. 

Telecom  Italia  said  the  offer 
was  unacceptable  and  not  in  the 
Interests  of  its  LSm  shareholders.. 

OHvettL  the  information  tech- 
nology and  telecommunications 
group  that  staged  a remarkable 
recovery  after  near-bankruptcy 
two  years  ago,  announced  the  bid 
on  Saturday  after  a dramatic 
series  of  hoard  meetings. 

It  plans  to  offer  €10  ($1L20)  a 
share  in  cash,  bonds  and  equity 
for  all  outstanding  shares  of  Tele- 
com itatia,  a company  five  times 
its  size. 

The  proposed  offer  is  a 10.5  per 
cent  premium  on  Telecom  Italia’s 
closing  share  price  on  Friday  and 
was  widely  regarded  by  financial 
analysts  as  low.  The  market  is 
expecting  a sharp  rise  in  Telecom 
Italia  shares  today  in  the  belief 
that  the  developing  takeover  bat- 
tle wffl  drive  the  shares  higher. 

Olivetti  rushed  out  the  details 
of  its  proposed  bid  on  Saturday 
in  an  effort  to  prevent  Telecom 
Italia  taking  defensive  action. 
Undtir  ItaHan  takeover  rules,  a 
company  cannot  introduce  poi- 
son pffinfefences  tmctf'lt  is  sub- 
ject to  a formal  takeover. 

Before  it  can  launch  its  formal 
offer,  Olivetti  needs  to  secure 
Italian  government  agreement  on 
a number  of  issues,  including  the 
sale  of  Olivetti's  existing  telecom- 
munications interests. 

The  government  also  still  holds 
a "golden  share"  in  the  company. 

Telecom  Haifa  is  challenging 
Olivetti's  claim  that  Its 


an  nouncement  was  tantamount 
to  a full  bid  and  Is  taking  legal 
: action. 

Franco  Bemabe,  Telecom  Ital- 
ia's new  chief  executive,  is  expec- 
ted to  unveil  his  strategic  indus- 
trial'plan  for  the  group  this  week 
In  a further  effort  to  fend  off  Oli- 
vetti. 

Telecom  Italia  is  also  consider- 
ing several  other  options;  includ- 
ing engineering  its  own  friendly 
takeover. 

Roberto  Colaninno,  Olivetti 
chief  executive,  yesterday  said 
Telecom  Italia  offered  a rare 
investment  opportunity  to  match 
his  company's  ambitions  to 
develop  In  telecommunications. 
Be  also  said  his  bid  would  ensure 
Telecom  Italia  would  remain 
under  Italian  control. 

The  privatised  group  has  been 
Tegarded  as  a potential  takeover 
target  because  of  its  fragmented 
shareholding  structure. 

The  Italian  government  still 
owns  a 3.4  per  cent  stake  in  the 
company,  which  it  plans  to  sell 
soon. 

The  Treasury  has  so  far 
adopted  a wait  and  see  attitude 
to  the  developing  battle  over 
Telecom  Italia  in  spite  of  initial 
favourable  comments  to  the  Oli- 
vetti bid  by  Massimo  D'Alema, 
the  Italian  prime  minister. 

Mr  Colanmno  confirmed  yes- 
terday Olivetti  - intended  to 
finance  its  highly  leveraged  bid 
by  selling  its  Omnitel  and  Infos- 
trada  telecoms  interests  to  its 
German  partner,  Mannesmann. 
Olivetti  also  intended  to  dispose 
of  Telecom  Italia’s  rum-strategic 
assets  such  as  the  company’s 
property  interests  and  part  of  its 
controlling  stake  in  Telecom 
Italia  Mobile. 

tax,  Psge14 

MwttTs  earthquake,  Page  IB 


German  bank  chief 
fears  effect  of  fall  in 
euro  exchange  rate 


Bf  Wotfgaog  raBndrw,  Aten  Beattie 
and  Bobait  CMe  to  Boon 


Hans  Tietmeyer,  president  of  the 
Bundesbank,  has  hinted  that  the 
European  Central  be 

worried  if  the  euro  fell  further 
against  the  dollar,  as  the  ECB 
came  under  further  pressure  to 
boost  European  growth. 

Speaking  mter  a meeting  of 
Group  of  Seiran  finance  minsters 
and  central  bankers  on  Saturday, 
he  said:  ‘The  euro  is  certainly 
not  overvalued.  What  matters  Is 
that  the  euro  earns  a position  of 
confidence  In  the  kmg  run." 

Mr  Ttetmeyer’s  comments 
came  after  Oskar  Lafontaine, 
German  finwrif^  minister,  said 
the  euro  was  ndffyer  strong  nor 
weak  at  present  lira  euro  closed 
at  SL1096  test  week,  5 per  cent 
weaker  than  at  its  launch  in  Jan- 
uary. . - 

Meeting  in  the  historic  Petars- 
berg  hotel  near  Bonn,  the  G7 
noted  that  the  outlook  for  world 
growth  had  deteriorated  since 
their  last  statement  In  October. 

"We  remain  committed  to  a 
domestically  based  growth  strat- 
egy that  would  contribute  to  ach- 
ieving more  balanced  growth 
among  our  countiies^Jhey  said. 

Having  been  criticised  for. 
doing  too  little  to  boost  their 
eefeunny  at  previous  G7  gather- 
ings, Japanese  officials  were 
gratified  to  receive  praise  for 
their  structural  reforms  and 
expansionary  -macroeconomic 
policy. 

Europe  took  the  brunt  of  the 
pressure  this  time,  with  Robert 
Rubin,  the  US  Treasury  secre- 
tary; arguing  that  the  euro-cone 


bad  to  play  “a  much  larger  rote'* 
absorbing  exports  from  the  recov- 
ering economies  in  Asia. 

Mr  Lafontaine  hinted  at  bis  dis- 
satisfaction with  euro-zone  inter- 
est rates.  He  noted  that  US  real 
interest  rates  bad  fallen  to  0 per 
cent  in  the  recession  of  the  early 
1990s,  Ear  below  the  lowest  level 
of  European  real  interest  rates 
over  the  last  20  years. 

But  Wlm  Duisenbexg,  the  ECB 
president,  told  tbe  . meeting 
that  euro-zone  interest  rates 
were  "appropriate  and  at  the 
moment  sufficiently  accommo- 
dating". 

The  communique  said  that  the 
G7  would  "maintain  strong 
cooperation  to  promote  stability 
of  the  international  monetary 
system  and  to  promote. exchange 
rates  among  major  currencies 
that  are  in  line  with  fundamen- 
tals”. 

Analysts  predicted  that  the 
G7's  stance  would  endorse  the 
dollar’s  recent  strengthening 
trend  by  default 

The  meeting  backed  plans  by 
Mr  Tietmeyer  to  create  a “finan- 
cial stability  forum"  that  would 
bring  together  central  banks, 
ffnmiM  ministries  regulators 
in  regular  meetings. 

There  was  agreement  that  tbe 
scheme  to  reduce  the  debts  oX 
highly  indebted  poor  countries 
should  be  improved.  The  G7  will 
consider  whether  the  generosity 
of  relief  should  be  increased  and 
the  policy  track  record  required 
to  qualify  reduced. 

Reports,  Page  5 
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A B52  bomber  lands  at  ■ UK  air  Korea  base  as  US  preparations  for  a strike  against  Yugoslavia  continue.  Nato 
cotaitries  have  threatened  air  attacks  if  the  Yugoslav  and  Serbian  side  torpedo  peace  ta&s.  Page  14  Reuters 


US  hesitates  over  sale  of 
$450m  satellite  to  China 


By  Tony  Walker  In  Hew  York  and 
Stephen  Fktier  in  Washington 


The  sale  of  a $450m  Hughes 
telecommunications  satellite  to 
China  is  on  the  verge  of  being 
rejected  by  the  US  administra- 
tion, calling  into  question  US  sat- 
ellite transfers  to  the  Chinese 
worth  billions  of  dollars. 

An  administration  official, 
speaking  on  condition  that  he 
was  not  identified,  said  a final 
decision  bad  not  been  taken  ..hot 
the  chances  ctf  the  transfer  being 
approved  were  "on  a steep  down- 
ward trend". 

This  had  implications  for  Chi- 
nese launches  of  US  satellites,  he 
said.  "If  this  can't  be  approved, 
it’s  bard,  to  see  anything  being 
approved  for  China  in  the  fore- 
seeable future." 

Hughes  Space  and  Communica- 
tions International,  the  Californ- 
ia-based satellite  provider, 
applied  last  April  for  export 
licences  to  supply  the  satellite  to 
a Chinese-Singapore  consortium 
and  launch  it  on  a Chinese  Long 
March  rocket  But  the  issue  has 
become  enmeshed  in  controversy 
over  transfers  of  military-related 


technology  to  China.  Clay 
Mowry,  for  the  Satellite  Industry 
Association,  which  represents  the 
US  satellite  industry,  said  deny- 
ing approval  would  amount  to  a 
"de  facto  ban  on  selling  satellites 
to  any  entity  with  China 
ties". 

Such  a ban  would  have  a "dev- 
astating” effect  on  the  US  satel- 
lite industry  and  put  at  risk  bil- 
lions of  dollars  in  sales. 

According  to  the  US  official, 
the -decision  .would-  ■'turn-4he 
[Chinese]  market 'over  'to  the 
Europeans".  Fourteen  Chinese 
rockets  have  been  reserved  to 
launch  US  satellites  over  the  next 
five  years,  out  of  25  planned  Chi- 
nese launches. 

Richard  Dote,  communications 
director  for  Hughes  Electronics, 
said  Hughes’s  contract  with  con- 
sortium Asia-Pacific  Mobile  Tele- 
communications Satellite  pro- 
vided for  termination  of  the 
agreement  without  penalty  to  the 
customer  If  the  US  company 
felled  to  achieve  US  government 
approval  by  last  week. 

But  Mr  Dorfr  said  Hughes 
hoped  APMT  would  show 
patience. 


The  APMT  consortium  is  51  per 
cent-owned  by  Chinese  interests, 
led  by  the  China  Telecommunica- 
tions Broadcast  Satellite  Corpora- 
tion. Sunburst  Technologies  of 
Singapore  is  another  large  share- 
holder. 

The  US  intelligence  community 
has  harboured  reservations  about 
the  sale  of  the  Hughes  HS  GEM 
satellite  because  of  concerns  it 
will  facilitate  a Chinese  leap  for- 
ward in  telephone  communica- 
tions and  improve  Chinese  mili- 
tary command  and  control. 

However,  the  main  reason 
approval  had  been  held  up  was 
not  because  of  the  satellite  but 
because  of  concerns  about  the 
launch.  China  has  never 
launched  this  model  before  and, 
to  put  It  in  orbit  with  precision, 
potentially  sensitive  launch  Infor- 
mation - of  possible  use  in  Chi- 
na’s missile  programme  - must 
he  passed  to  the  Chinese. 

A congressional  select  commit- 
tee will  soon  make  public  a 
report  recommending  stiffer 
security  procedures  governing 
transfer  of  satellites  to  China. 


Rocket  curb,  Page  3 


; AiKde&y  we’re  vmeriy,  totally,  100%  dedicated 
10  making  your  money  make  more  money 

It’s  all  we  do.  All  we*vc  ever  done.  And  over 

die  last  50  years  we’ve  grown  to  be  the  largest 

independent  fend  manager  in  the  wodd  investing 
the  hard-earned  savings  of  ow  15  million  people: 
some  £.492  bilBon  in  total. 

How's  it  done?  Hand  work,  comininnent  and 
areal  kwe  of  what  we  do.  In  a word-  dedication. 
We  don't  just  follow  the  market,  wc  hand 


pick  our  portfolios  stock  by  stock.  We  bebevc  no- 
one  investigates  more  companies  more  thoroughly. 

Or  has  a bigger  team  of  analysts  and  fend 
maiagers  working  in  the  major  world  markets. 

- Or  makes  more  company  calls  to  glean  the  all 
important  knowledge  fitsi-hjod. 

We  doubt  if  you’ll  find  stronger  commitment 
anywhere.  And  you  can  put  your  money  on  that. 

Ibtt  wnJW-Mxan  sr  cal  year  aditrar  May . 
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Success  of  Rambouillet  talks  far  from 


By  David  Buchan, 
Diplomatic  Editor 


The  Rambouillet  talks  on 
Kosovo  go  into  extra  time 
with  the  issue  of  a Na  to-led 
peacekeeping  force  still 
unresolved,  divisions  among 
the  Contact  Group  of  mediat- 
ing countries  emerging,  and 
therefore  success  by  the  new 
deadline  of  3pm  tomorrow 
not  at  all  guaranteed. 

When  the  six-nation  Con- 
tact Group  decided  to  extend 


the  talks  by  a further  three 
days.  Madeleine  Albright, 
the  US  secretary  of  state, 
warned  that  a political 
accord  on  Kosovo  self-gov- 
ernment without  an  accom- 
panying agreement  on  a for- 
eign military  force  to 
implement  it  was  “a  com- 
plete nonstarter  for  us".  But 
hours  later,  at  a Saturday 
night  press  conference  in 
Paris,  the  unyielding  atti- 
tude of  Belgrade  to  foreign 
troops  was  underlined  by 


Milan  Milutmovic,  the  Ser- 
bian president. 

Despite  suggestions  from 
some  mediators  of  foreign 
troops  coming  into  Kosovo 
under  the  auspices  of  the 
Unite)  Nations  rather  than 
Nato,  Mr  Milutinovic 
claimed  to  see  “no  circum- 
stances" in  which  Yugo- 
slavia would  allow  foreign 
troops  in.  What  other  guar- 
antees could  Yugoslavia 
offer  the  international  com- 
munity on  autonomy  for 


Kosovo's  majority  ethnic 
Albanians?  he  was  asked. 
“Why  should  we  offer  any- 
thing?” he  replied.  “We  are  a 
sovereign  country." 

However,  the  Serb  presi- 
dent turned  emollient  in  sug- 
gesting that  if  Belgrade  got 
the  political  agreement  with 
the  Kosovo  Albanians  that  it 
wants,  then  “to  a certain 
extent”  other  issues  like 
implementation,  possibly 
with  foreign  forces,  could  be 
discussed. 


Equally,  however,  Mr  MU- 
utinovic  dismissed  the  util- 
ity of  foreign  troops  even  if 
Belgrade  consented  to  their 
presence.  The  problem,  he 
said,  was  to  contain  “terror- 
ist sniping"  from  the  Kosovo 
liberation  Army  (KLA),  not 
to  patrol  some  line  of  parti- 
tion as  Nato  is  doing  in 
neighbouring  Bosnia.  "Why 
do  we  need  28,000  troops  [the 
number  of  peacekeepers 
Nato  plans  to  dispatch  to 
Kosovo]  to  chase  terrorists?" 


The  Contact  Group 
remains  generally  united  on 
the  need  fin*  a peacekeeping 
force  to  underpin  a political 
settlement,  or  as  Mrs 
Albright,  put  it.  “the  legs  to 
hold  up  the  table".  The 
debate  within  the  Contact 
Group  has  rather  been  over 
what  extent  the  Serb  refusal 
so  far  to  countenance  foreign 
troops  cm  its  soil  should  be 
allowed  to  eclipse  all  else. 

Robin  Cook,  the  UK  for- 
eign secretary,  yesterday 


EU  ministers  spell  out  differences  Franco- 


By  Peter  Norman 
in  Luxembourg 


European  Union  foreign 
ministers  yesterday  spelt  out 
for  the  first  time  the  vital 
national  interests  that 
threaten  to  block  agreement 
on  the  ambitious  “Agenda 
2000”  reform  of  the  EC’s  bud- 
get. farm  and  regional  spend- 
ing, making  clear  that  a 
final  agreement  would  be 
difficult 

Joschka  Fischer,  the  for- 
eign minister  of  Germany, 
which  currently  holds  the 
EU  presidency,  acknowl- 
edged that  none  of  the  15  EU 
delegations  had  compro- 
mised at  yesterday's  special 
foreign  ministers’  “con- 
clave", to  chart  the  Agenda 
2000  negotiations  in  the 
remaining  month  before  the 
special  EU  summit  in  Berlin 
on  March  24-25.  But  he  said 
the  meeting  provided  a good 
basis  for  farther  discussion, 
starting  with  an  informal 
gathering  of  EU  leaders  near 
Bonn  next  Friday. 


The  ministers  discussed  a 
first  rough  draft  of  the  con- 
clusions to  be  reached  by  the 
special  Berlin  summit.  The 
document,  put  forward  by 
Germany,  was  intended  to 
give  new  impetus  to  the 
negotiations  by  ldentfying 
areas  of  agreement  and 
divergence.  However,  as  the 
ministers  worked  through 
the  “negotiating  box",  differ- 
ences surfaced  more  often 
than  did  agreement 

The  French  delegation 
reacted  with  hostility  to  the 
inclusion  of  national  co- 
financing of  agriculture  as 
one  of  the  possible  ways  of 
easing  the  EU's  budgetary 
burden  in  the  period  horn 
2000  to  2006. 

Robin  Cook,  UK  foreign 
secretary.  underlined 
Britain's  determination  not 
to  give  up  its  rebate  negoti- 
ated in  the  1980s.  “There  is 
nothing  in  the  rest  of 
Agenda  3000  that  would  com- 
pensate the  UK  for  giving  up 
the  rebate,"  he  said.  “The 
case  for  the  British  rebate  is 


as  strong  as  it  has  ever  been. 
Britain  contributes  more  per 
head,  even  after  the  rebate. 
than  other  countries  that  are 
wealthier." 

George  Papandreou,  the 
new  Greek  foreign  minister, 
highlighted  the  resistance  of 
Greece,  Portugal  and  Spain 
to  German  suggestions  that 
their  Income  from  the  EU’s 
“cohesion”  funds  should  be 
phased  out  to  help  finance 
EU  enlargement  to  the  east 
While  a majority  of  coun- 
tries have  reached  broad 
agreement  that  spending  on 
agriculture  should  be  stabi- 
lised around  an  annual  aver- 
age of  €40 .5 bn  ($45.6bn),  the 
Greek  minister  demanded 
more. 

An  estimated  30.000  farm- 
ers are  threatening  angry 
demonstrations  in  Brussels 
today  to  persuade  a meeting 
of  agriculture  ministers  to 
continue  high  EU  support 
for  agriculture.  But  Mr 
Fischer  said  the  majority  of 
EU  member  states  wanted 
tough  budgetary  discipline. 


Blair  plea  on  S Africa  trade  accord 


Tony  Blair,  UK  prime 
minister,  has  written  to  the 
leaders  of  Spain,  France  and 
Italy  to  urge  their  support  for 
a planned  trade  agreement 
between  the  European  Union 
and  South  Africa  that  is 
threatened  with  collapse 
after  356  years  of 
negotiation,  write  Peter 
Norman  and  Guy  cfe 
Jon  quaeres. 

Led  by  Spain,  several  EU 
member  states  have  raised 
objections  to  a compromise 
reached  between  the 
European  Commission  and 
South  Africa  last  month  in 
Davos.  Spain,  in  particular. 

Is  unhappy  that  the  plan  to 
phase  out  the  names 
“sherry”  and  “port"  for  South 
African  fortified  wines  could 
contain  a loophole  leaving 
the  terms  in  use  on  the 
domestic  market  after  a 
12-year  transitional  period. 

These  and  other 


objections  could  result  in  EU 
foreign  ministers  faffing  to 
endorse  the  agreement  at 
their  meeting  in  Luxembourg 
today. 

In  his  letter,  Mr  Blair  said 
EU  leaders  last  summer  had 
promised  President  Nelson 
Mandela  they  would  seek  a 
rapid  outcome  to  the  trade 
talks.  They  have  since  set 
the  Berlin  summit  in  March 
as  the  deadline  for 
conclusion  of  the 
negotiations. 

“I  believe  that  the  EU's 
reputation  is  now  at  stake: 
we  must  be  seen  to  honour 
our  commitments,"  Mr  Blair 
said.  Warning  that  the 
negotiations  had  “reached  a 
critical  point”,  the  prime 
minister  sakfc  “tf  the  talks  fail 
there  will  be  serious  political 
amplications.  The  EU's 
relations  with  South  Africa 
will  be  damaged  and  the  EU 
will  lose  credibility.” 


Not  all  the  Silicon  Valleys  are  growing  out  west. 
This  one,  in  fact,  isn’t  even  west  of  Rttsburgh. 
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companies  in  the  US,  Kingdom's  rapid  annual 
growth  rate  is  projected  to  he  800%  over  the  nexr 
three  years  And  thanks  to  business  incentives  like  a 
10%  R&D  tax  credit  and  Tech  21 , the  Guvemnr’s 
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your  high-tech  txtsness  here.  With  all  the  valleys 
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Rv  rmTC  information  call  1-800-554-PENN. 
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German 

farms 

alliance 


falters 


Paris  is  keeping  the 
EU  guessing  In  the 
battle  to  reform 
agricultural  aid, 
writes  Michael  Smith 


hailed  as  “a  -quite  remark- 
able breakthrough”  Serbian 
acceptance  of  substantial 
Kosovo  autonomy.  Lamberto 
Dini,  Italy’s  foreign  minister, 
claimed  it  would  be  “wrong 
to  put  all  the  blame  on  the 
Serbs,  when  the  Albanians 
are  still  insisting  on  a refer- 
endum” on  independence 
when  the  planned  interim 
settlement  comes  up  for 
review  in  three  years  time. 
The  Contact  Group  plan 
rules  out  Kosovo  indepen- 


dence as  destabilising  for  the 
region. 

For  her  part.  Mis  Albright 
was  back  at  the  Rambouiflet 
talks  yesterday  hoping  to 
cajole  at  feast  the  Albanians 
into  accepting  a political 
agreement  by  tomorrow.  The 

US’s. final  gambit  is  to  use 
Albanian  acceptance  to  put 
pressure  on  Yugoslav  Presi- 
dent Slobodan  Milosevic, 
precisely  because  it  would 
pave  the  way  for  Nato  air 
strikes  on  Belgrade. 


EU  budget  down  on  the  fanners 


For  nearly  four  decades, 
France  and  Germany 
have  exercised  an  awe- 
some grip  on  the  levers  of 
control  in  the  European 
Union's  Common.  Agricul- 
tural Policy.  Where  their 
governments  have  led.  oth- 
ers have  followed,  and 
together  the  two  countries 
have  been  the  driving  force 
in  creating  one  of.  the 
world's  most  powerful  form 
aid  regimes. 

As  EU  form  ministers  pre- 
pare for  the  start  today  of 
marathon  talks  aimed  at 
agreeing  fundamental  CAP 
reform,  the  Franco- Germ  an 
farms  alliance  is  under 
strain  as  never  before.  In 
some  areas  it  appears  to  be 
breaking  down. 

The  change  has  been  sud- 
den. Just  months  ago,  Ger- 
many was  the  arch-opponent 
of  form  reform.  But  its  new 
left-led  government  has 
started  to  embrace  change, 
leaving  France  exposed  as 
the  most  vehement  opponent 
of  European  Commission 
proposals  while  European 
formers  fight  to  preserve 
their  subsidies. 

France's  desperation  to 
avoid  some  of  the  more 
unpalatable  ideas  champi- 
oned by  fellow  member 
states  - particularly  one 
that  could  force  countries  to 
foot  some  of  the  CAP  bill 
directly  - has  prompted  it  to 
support  cuts  in  farm  aid. 

Such  an  idea  seemed 
almost  unthinkable  Just 
weeks  ago  to  most  EU  coun- 
tries, France  included.  Now 
the  idea  is  taking  off  and 
“degressive"  direct  aid  pay- 
ments. reducing  over  time, 
are  likely  to  be  part  of  the 
reform. 

Cutting  payments  would 
be  an  extraordinary 
about-turn  for  the  CAP, 
which  has  grown  inexorably 
over  37  years  and  accounts 
for  nearly  half  the  EU  bud- 
get “This  is  a geological 
shift,"  says  one  EU  diplomat 
It  is  how  things  sometimes 
happen  in  the  EU.  Look 
away  for  a minute  and  it  has 
all  changed.” 

Degressive  payments  have 
their  roots  in  the  differing 
aspirations  of  France  and 
Germany  in  the  "Agenda 
2000"  negotiations  to  reform 
form  spending,  regional  aid 
and  budget  financing,  in 
preparation  for  EU  enlarge- 
ment 

The  Franco-German  forms 
alliance  goes  back  to  the 


French  and  Gman  tamwra  Mi  Ihelr  cm  to  Sewbow* 


AcntttiyAP 


1962  formation  of  the  CAP. 
when  efficient  French  form- 
ers were  provided  with  guar- 
anteed export  markets  and 
the  less  productive  Germans 
with  high  prices. 

Hie  loosening  ot  the  alli- 
ance follows  Germany’s  elec- 
tion of  a Social  Democratic- 
Green  administration  less 
dependent  on  form  votes 
than  its  Christian  Demo- 
cratic predecessor.  Also.  Ger- 
many has  staked  its  reputa- 
tion as  holder  of  the  EU’s 
rotating  presidency  on  bro- 
kering an  Agenda  2000  deal 
and  is  more  willing  to  make 
compromises. 

Furthermore  - and  most 
important  - Germany  wants 
a solution  to  its  EU  budget 
problems,  ft  pays  €11  bn 
(S12.4bn)  a year  more  into 
the  union  than  it  gets  back. 
The  main  reason  is  that  its 
farm  sector  plays  a rela- 
tively small  part  in  the  econ- 
omy and  so  receives  rela- 
tively little  from  the  CAP. 

One  remedy,  supported  by 
Germany,  would  introduce 
“co-financing”  arrange- 
ments, under  which  coun- 
tries would  pay  some  of  the 
income  aid  directly  to  form- 
ers. 

This  is  anathema  to 
France,  which  would  lose 
out  financially-  Its  alterna- 
tive - cutting  the  direct  aids 
- would  help  freeze  farm 
spending  and  tackle  Ger- 
many’s budgetary  imbal- 
ance. 

• Paris  proposes  the  biggest 
aid  cuts.  3 per  cent  a year, 
for  large  cereal  farmers 
which,  in  France  at  least,  are 
highly  efficient.  It  warns, 
however,  that  it  can  only 
agree  the  reductions  if  co- 
financing is  ditched  and  that 
without  such  a commitment 
from  other  countries,  it  will 
block  a form  deal  this  week. 

French  officials  say  its  aid 
cut  proposals  put  the  lie  to 
suggestions  that  it  is  adopt- 


Turkey  hits  out  at 
EU  ‘lecturing’ 


By  Leyte  Boutton  ar  Ankara 


Turkey  yesterday  said  the 
European  Union  bad  no 
right  to  lecture  it  on  how  to 
try  Abdullah  Ocatan,  the 
captive  leader  of  the  PKK 
Kurdish  guerrilla  group. 

In  a reference  to  Germany, 
BOlent  Ecevit,  the  prime 
minister,  said:  “Particularly 
those  governments  who  have 
prevented  their  own  judi- 
ciary from  performing  their 
functions,  as  a concession  to 
PKK  terrorism,  are  not  enti- 
tled to  give  lessons  in  justice 
to  any  country.” 

Germany  foiled  to  act  on 
its  own  arrest  warrant  and 
seek  Mr  Ocalan's  extradition 
after  he  appeared  in  Italy 
last  November. 

Speaking  on  the  eve  Of 
today’s  meeting  of  EU  for- 


eign ministers  - at  which 
Greece  wants  to  discuss  the 
0 cal  an  affair  - Mr  Ecevit 
also  hinted  that  the  EU  had 
forfeited  influence  over  Tur- 
key by  failing  to  give  its 
application  to  join  the  EU 
equal  weight  to  those  of 
other  applicants. 

Ismail  Gem,  foreign  minis- 
ter, said  he  expected  the  EU 
instead  to  examine  Greek 
“support”  for  terrorism, 
since  it  had  sheltered  Mr 
Ocalan  until  he  was  caught 
a week  ago. 

Mr  Ecevit  expressed  hope 
that  rather  than  question 
Turkey’s  ability  to  give  Mr 
Ocalan  a fair  trial,  western 
Europe  would  better  under-, 
stand  from  the  violent 
nature  of  some  protests 
“what  we  have  been  suffer- 
ing for  many  years”. 
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ing  a nihilistic  attitude  to 
reform.  French  agricultural 
policy  is  changing,  they  say. 
It  is  more  oriented  towards 
developing- rural  communi- 
ties and  the  environment. 

However,  other  countries 
see  France  as  the  strongest 
opponent  of  the  Commis- 
sion's reform  proposals  in 
two  of  the  three  main  sec- 
tors - milk,  beef  and  cereals 
- where  change  is  envis- 
aged. 

France’s  biggest  problem 
is  milk.  It  describes  Commis- 
sion proposals  to  increase 
production-limiting  quotas 
and  cut  prices  as  “incompre- 
hensible”. Last  autumn,  Ger- 
many and  France  united  to 
argue  against  milk  changes 
but  Bonn’s  position  has 
shifted.  Although  it  still  for- 
mally opposes  quota  rises,  it 
appears  ready  to  heed  other 
countries’  calls  for  change. 

France  is  among  countries 
opposed  to  Bill  implementa- 
tion of  Commission  propos- 
als on  beef.  While  seeing  the 
need  for  price  cuts,  it 
believes  the  30  per  cent 
suggested  by  the  Commis- 
sion is  too  much. 

It  is  also  at  odds  with  Ger- 
many and  most  other  coun- 
tries over  bow  the  compen- 
sation for  the  price  cuts 
should  be  allocated,  with 
Paris  favouring  higher 
rewards  for  fanners  of  exten- 
sively-reared cattle  allowed 
to  roam  the  fields,  and  Bonn 
seeking  more  support  for 
Intensive  rearing. 

EU  diplomats  say  France 
has  weakened  its  negotiating 
stance  by  opposing  so  much 
and  foiling  to  go  with  the 
flow  of  other  countries 
towards  reform.  “It  is  diffi- 
cult to  see  what  their  game 
plan  is,”  says  one  seasoned 
negotiator.  “They  always 
have  one  and  usually  it  is 
very  clever  but  so  far  we  are 
still  struggling  to  see  what  it 
is." 
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hit  US  launches 


The  China 
connection 


By  Stephen  Ffefierh 
Washington  aad  Christopher  - 
Parioes  h Los  Angeles 

With  a secret  congressional 
report  investigating  trans- 
fers of  US  technology  to  the 
Chinese  military  awaiting 
declassification , future 
launches  of  US  satellites  on 
Chinese  rochets  have  been 
put  in  serious  doubt. 

US  satellite  makers  say 
that  stopping  Chinese  rock- 
ets -from  carrying  US  satel- 
lites into  orbit  would  deliver 
a multi-billion-dollar  Mow  to 
their  business,  Fourteen  Chi- 
nese rockets  have  been 
booked,  .over  the  next  five 
years  to  carry  US  satellites. 
“With  ■ 1,200  satellite 
launches  projected  over  the 
next  decade  and  nearly  all 
launch  capability  concen- 
trated in  only  a handful  of 
natinnw,  China's  capacity  is 
critical,"  said  Hughes,  a 
leading  US  satellite  maker. 

It  said  five  countries  - file 
US,  France,  Russia,  China 
and  Ukraine—  accounted  for . 
97  per  cent  of  satellite 
launches  over  the  last  10 
years.  Last  year,  52  per  cent 
of  US-made  satellites  were 
launched  on  France’s  Axi- 
ane,  15  per  cent  via  Russian 


or  Chinese  haunch  vehicles 
and  30  per  cent  atop  US 
l«mrh  vehicles. 

Bat  though  Hughes  and 
other  satellite  makers  say 
Chinese  launches  are  subject 
to  rigorous  security  safe- 
guards. the  congressional 
repeat  - product  of  a long 
investigation  by  a nine- 
strong  House  of  Representa- 
tives panel  - found  the  pre- 
cautions inadequate. 

One  of  its  recommenda- 
tions - some  have  already 
been  declassified  - is  for 
Congress  to  pass  legislation 
to  “encourage 

further”  the  expaoskm  of  US 
commercial  space-launch 
capacity  and . competition. 
This  would  address  security 
concerns  by  bringing  the  US 
industry  horne. 

However,  there  is  disagree- 
ment among  space  industry 
experts  about  whether  the 
chief  reason  for  ™tog  Chi- 
nese rockets  is  really  a lack 
.of  capacity,  or.  simply  the 
lower  cost.  “Speaking  per- 
sonally, Td  say  there  is 
plenty  of  US  bmnnh  capac- 
ity. The  problem  is  pricing;” 
said  Joseph  Padavano  of 
Orbital  Sciences  Corpora- 
tion, a Virgmiarbased  spe- 
cialist in  wtwTIw  rocket  and 
satellite  technology. 

Chinese  rockets,  are  so 
competitive  not  only  because 
of  low  wage  costs  and  legal 
EahOfties,  but  because  there 
are  no  capital  costs  to  be 


The  world’s  main  satellite  launch  sites 


covered.  CMiwr  and  Soviet 
rockets  are . derived  from 
cold  war-era  military  missile 
technology. 

There  are  other  factors. 
The  CUnton  admimstralion’s 
response  to  the  Cox  recom- 
mendations pohds  out  that 
telecoms  companies,  for 
example,  often  reserve 
flights  with  serosal  interna- 
tional launch  providers.  Ibis 
allows  them  -greater  Sched- 
ule flexibility  and  is  faster 
and  less  risky  than  relying 
on  a single  launch  system, 
when  one  fojhire-can  lead  to 
months  of  costly  delay. 

Space  sector  executives 
also  say  that  the  heavy-lift 
capabffities  of  China’s  Long 
March  missiles  have  been, 
important  for  manufacturers 
ctf  advanced  ^wwiwimiW. 
tions  satellites  such  as 
Hughes  and  Loral,  which 
have  won  for  the  US  a 45  per 
cent  share  of  the  world  mar- 
ket for  satellites. 

shtii  the  US  bnmeh  indus- 
try hag  |p tncdi  ground  and  is 
expected  to  grow  further 
htwin»  of  Mg  government- 
sponsored  programmes,  such 

as'the  Evolved  Expendable 

Tjrnneh  Vehicle  (E35LVX  and 
a host  of  amaTter  entrepre- 
neurial companies.  The 
record  22  commercial 
launches  last  year  raised  US 
market  share  to  *7  per  cent, 
according  to  FAA  figures.  A 
further  25  are  scheduled  for 
this  year,  five  times  the  1994 
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totaL  Marco  C&ceres,  an  ana- 
lyst with  the  Teal  Group 
based  In  Fairfax,  Virginia, 
said  there  might  not  today 
be  adequate  launch  capacity 
to  the  US.  “But  I think  if  you 
were  looking  at  whatfs  earn- 
ing in  the  next  five  years, 
there  wfil  be.” 

Mr  Ciceres  forecasts 
growth  in  satellite  launches 
levelling  out  for  a few  years, 
before  expanding  again  in 
2003.  Three-quarters  of  the 
L017  commercial  communi- 
cations  satellites  he  fore- 
casts wDl  be  launched  in  the 
next  10  years  will  be  to  the 
200&OB  period. 

According  to  Michael 
Gallo,  co-founder  of  Kelly 
Space  ft  Technology,  one  of 
a handful  of  US  companies 
created  to  build  reusable 
launch  vehicles,  the  best 
way  for  Congress  to  encour- 


age further  launcher  devel- 
opment would  be  to  approve 
investment  tax  credits  and 
reduced  capital  gains  levies. 

Mr  fSaTTo  said  the  attitude 
of  the  Federal  Aviation 
Administration,  which  regu- 
lates the  launch  industry, 
has  been  dunging  rapidly. 
“It’s  transforming  itself  Into 
an  organisation  that  will 
enable  the  industry  to 
grow,”  he  said. 

One  raampto  of  this  w its 
project  to  license  a network 
of  space  ports,  widening  the 
availability  of  launch  pads 
from  coastal  locations  such 
as  Cape  Canaveral  and  Van- 
denberg  air  force  base  In 

flallfrimia 

Candidate  sites  in  Texas, 
Alaska,  Nevada,  New  Mexico 
and  New  Jersey  are  Jockey- 
ing for  attention. 

The  FAA  also  has  plans  to 


Malaysian  opposition  in  electoral  alliance 


By  State  McMotti 
fa  Kuala  Ltanpur 

Malaysia’s  two  strongest 
opposition  parties  said  yes- 
today  they  would  co-operate 
to  try  to  unseat  the  ruling 
UMNO  party  of  the  prime 
minister,  Mahathir 
Mohamad,  to  the  next  gen- 
eral election. 

Together  the  parties  could 
piesent  a formidable  chal- 
lenge to  UMNO. 

The  PAS  and  DAP  parties 


have  long  been  at  opposite 
pnrfg  of  politics.  The  all-Mos- 
lem PAS  supports  the  forma- 
tion of  an  Islamic  state  while 
DAP  is  largely  Chinese  and 
insists  Malaysia  must 
remain  secular. 

But  they  have  been  untied 
throughout  Malaysia’s  politi- 
cal aids  in  their  belief  that 
Dr  Mahathir  must  he  ousted 
for  the  Muring,  jailing  and 
police  beating  of  Anwar  Un-a- 
lum, who  was  deputy  prime 
minister  until  September.  Mr 


Anwar  is  now  on  trial  on 
charges  of  committing  sex- 
ual misdeeds  and  abasing 
his  power  to  conceal  than. 

Mr  Anwar  insists  the 
charges  were  fabricated  to 
keep  Mm  from  challenging 
Dr  Mahathir. 

The  announcement  of 
co-operation  by  PAS  and 
DAP  came  in  the  form  of  an 
agreement  to  participate  in 
the  efforts  of  the  wider 
Coalition  for  People's 
Democracy,  or  Gagasan  as  it 


is  called  in  Malay,  to  run  for 
elections  as  a political  party. 
Members  of  Barisao  Nasion 

al,  the  coalition  led  by 
UMNO,  have  been  tiying  to 
keep  the  parties  from  unit- 
ing by  pointing  out  their  key 
differences. 

But  Fadzil  Noor,  PAS  pres- 
ident, told  reporters  their 
differences  could  be  set 
“What  is  important  is 
to  defeat  Rarisan  NastanaL” 
PAS  has  tried  to  cast  aside 
its  fundamentalist  image  to 


recent  mouths  in  hope  of 
winning  over  the  vast  num- 
ber of  Malaysians  who. 
though  angry  at  UMNO,  fear 
PAS  could  impose  Islamic 
law  if  it  wins.  It  even  told 
reporters  yesterday  it  would 
support  Mr  Anwar's  wife. 
Wan  Azizah  Wan  Tcmafl,  if 
she  chose  to  ran  despite 
reports  that  it  has  never  per- 
mitted females  in  its  politi- 
cal hierarchy.  Dr  Wan  Azi- 
zah has  indicated  dip  might 
challenge  Dr  Mahathir  for 


INPIA-PAK1STAN  SUMMIT 

Leaders  start 
journey  to 
reconciliation 


reduce  the  time  and  cost 
burdens  of  exhaustive,  costly 
flight  tests,  and  shorten 
launch  licence  approval  pro- 
cesses that  can  now  take  a 
year.  The  result,  said  Mr 
Gallo,  would  be  dismember- 
ment of  a cumbersome, 
opaque  system  which  has 
put  off  investors.  But  legisla- 
tive and  regulatory  r-ha-ngp 
takes  time,  and  the  space 
industry  is  loath  to  change 
proven  business  strategies 
while  uncertainty  prevails. 

For  now,  say  space  indus- 
try executives,  every  avail- 
able rocket  is  needed  if  the 
PS  is  to  maintain  and  extend 
its  lead  in  the  commercialis- 
ation of  space.  Cutting  out 
even  one  Lang  March  would 
simply  valuable  launch 
capacity  to  competitors. 
Additional  reporting  by  Tom/ 
Walker 


his  parliamentary  seat. 

The  general  election  must 
be  held  by  April  2000  but 
political  analysts  suspect  it 
win  be  called  this  year, 
though  that  could  depend  on 
how  well  UMNO  does  in  the 
Sabah  state  election  to  be 
held  in  March.  They  believe 
the  outrage  sparked  by  the 
treatment  of  Mr  Anwar 
might  well  co6t  the  UMNO 
coalition  the  two-thirds 
majority  held  in  Parliament 
for  the  first  time  since  1969.  I 


By  Marie  Mcfnbon  and 
Fartmn  Bukhari  fa  Lahore 

The  prime  ministers  of 
and  Pakistan  missed  few 
opportunities  this  weekend 
for  warm  rhetoric  and  politi- 
cal symbolism  during  the 
first  visit  by  an  Indian 
leader  to  Pakistan  in  a 

But  now  the  bunting  is 
bring  cleared  and  the  Mass 
bands  have  died  down,  the 
question  is  what  real  differ- 
ence tha  summit  has  mad» 
to  relations  between  south 
Asia's  newly  nuclear  rivals. 

Both  Atal  Blharf  Vajpayee, 
India’s  prime  minister,  and 
Nawaz  Sharif,  his  Pakistani 
counterpart,  hailed  the 
weekend  summit  as  the  roost 
significant  bilateral  under- 
standing since  the  1972 
Simla  agreement,  which 
patched  up  the  wounds  of 
their  last  aimed  conflict  over 
Bangladesh  in  197L 

However,  both  have  also 
stressed  the  summit  repre- 
sents merely  the  start  of  a 
renewed  political  drive  to 
resolve  issues  which  have 
bedevilled  relations  since 
independence  51  years  ago. 
rather  a breakthrough 
on  any  of  these  irritants  - in 
particular  the  bloody  and 
intractable  dispute  over 
Jammu  and  Kashmir. 

“A  good  beginning  has 
been  made.  The  bos  journey 
continues,”  said  Mr 
Vajpayee  yesterday  at  the 
minar-i-Pakistan  monument 
in  Lahore. 

The  Indian  prime  minis- 
ter's visit  to  the  monument, 
which,  commemorates  the 
Moslem  League's  1940  deci- 
sion to  create  a separate 
Moslem  state,  was  one  of 
many  choreographed 
moments  of  the  summit. 
They  began  with  Mr  Vajpay- 
ee’s inauguration  of  the  first 
bus  route  between  India  and 
Pakistan  since  their  parti- 
tion in  1947. 

Indian  officials  saw  the 
visit  to  the  monument  as 
symbolising  the  acceptance 


of  Pakistan's  political  legiti- 
macy not  only  by  India  hut, 
more  pertinently,  by  Mr 
Vajpayee’s  Hindu  nationalist 
Bharatiya  Janata  party, 
which  is  viewed  with  suspi- 
cion in  Pakistan, 

Mare  broadly,  fadbm  offi- 
cials also  characterised  the 
summit  as  sending  the  mes- 
sage that  “our  nuclear  weap- 
ons are  not  »i*ni»d  at  Pakis- 
tan qnd  theirs  are  not  aimed 
at  us”.  Mr  Vajpayee  elo- 
quently expounded  India's 
peaceable  intent  in  a speech 

yesterday  on  the  lawns  of 
the  governor’s  mansion  in 
Lahore.  “We  will  neves-  let 
war  happen."  he  said  to 
applause. 

The  wain  outcome  of  Mr 
Vajpayee’s  two-day  visit 

inrlnAx;  to  ***p»nd 

“confidence-building  mea- 
sures” deemed  necessary  - 
particularly  by  an  anxious 
west  - since  the  two  coun- 
tries’ nuclear  tests  last  May. 

The  two  sides  promised  to 
engage  in  talks  on  “security 
concepts  and  nuclear  doc- 
trines”, to  offer  advanced 
warning  of  any  ballistic  mis- 
sQe  testing  and  take  “imme- 
diate" steps  to  reduce  risks 
of  accidental  use  of  nuclear 
weapons. 

Otherwise,  the  two  sides 
in  their  “Lahore  Declara- 
tion” promised  only  to 
“intensify”  efforts  to  resolve 
a raft  of  Issues  including 
border  and  water  disputes 
and  broader  trade  and  visa 
accesB  — the  agenda  items  in 
a dialogue  process  begun 
after  the  tests. 

But  no  firm  dates  have  yet 
been  fixed  for  talks  nor  for 
Mr  Sharif  s expected  recipro- 
cal visit  to  Delhi.  Moreover, 
Mr  Sharif  reiterated  his 
country’s  langstawfims  posi- 
tion that  real  progress  could 
come  only  after  a “final  set- 
tlement” of  the  Jammu  and 
Kashmir  dispute. 

Some  commentators, 
warned  that  both  sides  must 
act  swiftly  to  turn  the  week- 
end’s goodwill  to  to  tangible 
results. 
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Iran  blames  Iraq  for  killing  of  Shia  cleric 


By  Route  Khatef  te  London 


Iran  yesterday  held  Iraq 
responsible  for  the  killing  of 
a senior  Shia  cleric  in  Iraq 
and  said  the  murder  was 
part  of  Baghdad's  persistent 
persecution  of  Moslem  Shias. 

Ayatollah  All  Khamenei. 
Iran's  supreme  leader,  issued 
a statement  condemning  the 
killings  on  Friday  of  Ayatol- 
lah Mohammed  Sadeq  &1- 
Sadr  and  his  two  sons. 

“Baghdad  will  be  held 
accountable  to  the  entire 
world,  especially  Moslem 
countries,  for  what  has  been 


happening  in  Iraq”  he  said. 
“The  oppression  of  Shias  in 
[Iraq]  has  reached  its  peak 
now." 

Iraqi  authorities  said  that 
the  assassination  in  the 
southern  holy  city  of  Najaf 
was  part  of  a conspiracy 
against  the  Baghdad  govern- 
ment and  that  it  was 
designed  to  create  internal 
unrest.  The  government  said 
the  killers  had  been 
arrested-  It  denied  reports 
that  demonstrations  had 
taken  place  in  Najaf  and  a 
suburb  of  Baghdad. 

Reporters  taken  to  Saddam 


City  on  the  outskirts  of  the 
capital  where  clashes  were 
reported  on  Saturday  said 
the  streets  they  visited 
appeared  quiet.  However, 
they  were  not  allowed  to 
speak  to  residents. 

According  to  Shia  groups 
in  London,  the  ayatollah’s 
death  triggered  the  most 
serious  spontaneous  protests 
since  1991,  when  the  regime 
crushed  a Shia  uprising. 

Ayatollah  al-Sadr  -was  con- 
sidered one  of  the  highest- 
ranking  religious  authorities 
in  Iraq.  Although  he  was 
seen  as  having  been  coopted 


by  the  government  after 
1991,  he  seemed  to  be  devel- 
oping a large  following  in 
recent  years,  and  was  show- 
ing growing  signs  that  he 
wanted  to  be  independent. 
Shia  sources  said  yesterday 
he  had  sent  envoys  abroad  a 
few  weeks  ago  to  tell  them 
that  he  felt  his  life  was  In 
danger. 

Four  Shia  ayatollahs  have 
been  murdered  in  Iraq  since 
1994  and  a fifth  escaped  an 
assassination  attempt  last 
month.  The  killings  serve 
only  further  to  alienate  the 
Shia  community,  which 


makes  up  more  than- half  of 
Iraq's  population. 

But  Youssef  Shorn,  direc- 
tor of  the  largest  Shia  foun- 
dation in  Europe,  said  the 
regime's  strategy  appeared 
to  be  to  eliminate  any  poten- 
tial leader  who  could  mobi- 
lise an  opposition,  and  jus- 
tify massive  arrests  which 
he  expected  would  follow  the 
latest  killings. 

The  Iraqi  regime  yesterday 
also  said  its  forces  had  hit  a 
western  warplane  patrolling 
the  southern  no-fly  zone,  set 
up  after  the  Gulf  war  to  pro- 
tect the  Shias. 


The  US  and  Britain,  which 
patrol  the  southern  and 
northern  no-fly  zones,  denied 
the  report  and  said  all  their 
aircraft  had  returned  safely 
to  base. 

Since  last  December’s  four- 
day  US  and  British  air  raids, 
Iraq  has  stepped  up  its  chal- 
lenge of  the  exclusion  areas, 
which  it  considers  illegal, 
drawing  almost  daily  retalia- 
tion. 

Baghdad  has  also  threat- 
ened to  target  bases  in 
neighbouring  Kuwait  and 
Saudi  Arabia  used  by  US  and 
British  patrols. 


Brazil’s 
high  rates 
bring 
recession 


By  Geoff  Dyer  in  Sao  Paulo 


Brazil  formally  moved  into 
recession  at  the  end  of  last 
year  as  the  high  interest  rate 
policy  aimed  at  preventing  a 
currency  crisis  caused  the 
economy  to  show  its  worst 
annual  record  of  economic 
growth  since  1992. 

Gross  domestic  product 
fell  1.89  per  cent  in  the 
fourth  quarter  compared 
with  the  same  period  the 
year  before,  the  second  con- 
secutive quarter  of  negative 
growth. 

As  a result,  the  economy 
grew  by  just  0.15  per  cent  in 
1998,  the  worst  result  since 
the  0.54  per  cent  decline  in 
1992  and  down  from  the  3.68 
per  cent  growth  of  the  year 
before. 

Interest  rates  were  kept 
high  throughout  the  fourth 
quarter  in  an  attempt  to  beat 
back  speculative  pressures 
on  the  currency  in  the  wake 
of  the  Russian  debt  default 
in  August. 

However,  the  government 
was  forced  to  let  the  cur- 
rency float  in  January, 
prompting  a devaluation  of 
38  per  cent  against  the  dollar 
by  Friday’s  closing  price  of 
RSl.94.  With  interest  rates 
currently  39  per  cent,  mone- 
tary policy  is  now  being  kept 
tight  to  reduce  the  inflation- 
ary impact  of  the  devalua- 
tion. 

Economists  are  predicting 
a fall  this  year  of  between  3 
and  6 per  cent  in  GDP. 
although  some  believe  the 
economy  could  start  growing 
by  the  end  of  the  year. 
According  to  Chip  Brown, 
economist  at  Morgan  Stanley 
Dean  Witter  in  New  York, 
the  economy  will  shrink  7.5 
per  cent  in  the  first  quarter 
and  4 per  cent  over  the  year 
as  a whole. 

However,  the  government 
is  optimistic  that  the  devalu- 
ation will  allow  exports  to 
expand  and  imports  to 
decline  sharply. 

According  to  Sergio 
Amaral,  the  presidential 
spokesman,  the  government 
is  forecasting  a trade  surplus 
this  year  of  SSbu-STbn.  com- 
pared to  a deficit  of  $6.4bn  in 
1998. 


Intel's  turn  to  come  under  the  FTC  spotlight 


The  world’s  largest 
chipmaker  faces 
antitrust  charges, 

say  Louise  Kehoe 
and  Richard  Wolffe 


Even  as  executives  of 
Microsoft  squirm  in  one 
Washington  courtroom, 
another  titan  of  the  high 
technology  Industry  is  pre- 
paring to  face  charges  that  it 
too  has  abused  its  market 
power  to  quash  competition. 

On  March  9 Intel,  the 
world's  largest  chipmaker 
and  Microsoft's  long-time 
partner  in  the  personal  com- 
puter market,  is  scheduled 
to  appear  on  antitrust 
charges  before  a judge 
appointed  by  the  Federal 
Trade  Commission. 

That  two  of  the  best 
known  companies  in  the 
high  technology  sector  will 
be  simultaneously  on  trial, 
just  across  the  road  from 
Hflp-h  other,  may  be  a coinci- 
dence in  timing.  Yet  it  is 
clear  that  US  antitrust  enfor- 
cers are  determined  to  dem- 
onstrate that  this  rapidly 
growing  sector  of  the  econ- 
omy is  not  untouchable. 

“Applying  the  antitrust 
laws  to  high-tech  industries 
is  important  in  order  to 
secure  for  consumers  the 
benefits  of  the  innovation 
that  drives  economic 
growth.”  William  Baer, 
director  of  the  FTCs  Bureau 
of  Competition,  told  a recent 
gathering  of  lawyers  in  San 
Francisco.  “Neither  the  rate 
of  innovation  In  those  indus- 
tries nor  the  pervasiveness 
of  intellectual  property 
rights  is  an  argument  for 
antitrust  enforcers  to  with- 
draw." 

Indeed,  intellectual  prop- 
erty rights  are  at  the  heart 
of  the  FTC’s  case  against 
Intel.  The  chipmaker  stands 
accused  of  using  its  domi- 
nance in  the  microprocessor 
market  to  bully  three  large 
customers  into  handing  over 
valuable  technology  in 
related  fields  to  Intel.  Dis- 
putes between  Intel  and 
Intergraph,  Compaq  Com- 
puter .and  Digital  Equipment 
fnow  owned  by  Compaq)  are 
the  nub  of  the  issue.  These 
companies  each  filed  law- 
suits against  Intel  and  in 
each  case  the  chipmaker 
retaliated  by  threatening  to 
withdraw  early  access  to 
information  about  its  future 


Andrew  Grove  (left)  and  Craig  Barrett,  chairman  and  chief  executive  respectively  of  Intel,  due  to  appear  for  world's  biggest  chipmaker  AP 


microprocessor  products. 

The  FTC  charges  that  this 
amounted  to  an  abuse  of 
Intel’s  market  power, 
because  computer  makers 
need  information  about  the 
next  generation  of  Intel 
chips  if  they  are  to  design 
them  Into  new  computer 
products  and  remain  compet- 
itive. However.  Intel  will 
argue  that  it  has  the  abso- 
lute right  - protected  by 
nothing  less  than  the  US 
constitution  - to  share  its 
technology  secrets  with  who- 
ever it  chooses,  acting  in  the 
interests  of  the  company  and 
its  shareholders. 

The  lawsuits  threatened 
Intel’s  ability,  to  profit  from 
its  intellectual  property,  its 
lawyers  say.  so  the  company 
was  justified  in  its  actions. 

Witnesses  for  the  FTC 
include  several  current  and 
former  executives  from  the 
three  computer  companies 
as  well  as  executives  from 
rival  chipmaker  Advanced 
Micro  Devices  and  former 
Intel  employees,  some  of 
whom  now  work  for  Intel 
competitors. 

For  its  part,  Intel  has  sub- 
mitted a list  of  about  20 
potential  witnesses  Includ- 
ing Andrew  Grove,  chair- 
man. and  Craig  Barrett, 
chief  executive,  and  several 
other  senior  executives.  But 
in  a twist  that  signals  Intel's 
defence  strategy,  the  chip- 
maker  will  also  present  wit- 
nesses from  its  rivals  in  the 


microprocessor  market 
including  AMD,  IDT  and  the 
Cyrix  division  of  National 
Semiconductor. 

Intel's  goal  is  to  demon- 
strate that  its  actions  toward 
Intergraph,  Compaq  and  Dig- 
ital did  not  harm  its  compet- 
itors. Indeed,  Digital,  for 
example,  turned  to  compet- 
ing chipmakers  for  its  micro- 
processor supplies  when  it 
fell  out  with  Intel. 

The  FTC  must  prove 
Intel’s  actions  banned  com- 
petition, rather  than  harm- 
ing its  customers,  says  Peter 
Detkin,  Intel  general  coun- 
sel. The  government  must 
also  demonstrate  Intel  is  a 
monopolist  Intel  says  there 
is  in  fact  healthy  competi- 
tion in  the  microprocessor 
market 

Price  wars  between  Intel 
and  its  rivals  have  helped  to 
drive  down  the  prices  of 
“basic"  PCs  to  well  under 
Si .000  over  the  past  year, 
and  nine  out  of  the  top  10  PC 
manufacturers  buy  some  of 
their  microprocessor  chips 
from  Intel  competitors. 

However,  the  FTC  points 


to  Intel’s  high  profit  margins 
to  suggest  that  the  company 
does  not  face  effective  com- 
petition. Moreover,  the  gov- 
ernment agency  will  argue 
that  Intel's  market  domi- 
nance has  dissuaded  other 
companies  from  attempting 

to  compete,  thus  harming 
the  “microprocessor  innova- 
tion market". 

In  contrast  to  the  Micro- 
soft antitrust  trial,  where 
embarrassing  e-mail  records 
and  unflattering  videotaped 
depositions  have  under- 
mined its  credibility,  the 
Intel  trial  is  likely  to  come 
down  to  an  argument  over 
points  of  law.  “Intel  does  not 
write  -the  same  kind  of 
e-mails  that  Microsoft  does.” 
said  one  lawyer  close  to  the 
case.  The  FTC  insists  the 
Intel  trial  will  be  much  more 
narrow  in  its  focus  than  the 
Justice  Department’s  lawsuit 
against  Microsoft. 

Agency  officials  also  con- 
tend that  their  case 
addresses  Intel's  conduct, 
rather  than  the  structure  of 
the  industry  or  the  company 
- as  in  the  Microsoft  case. 


And  with  the  judge  being 
appointed  by  the  agency, 
they  may  well  score  a hit 
until  Intel  can  take  the  mat- 
ter to  a higher  court. 

However,  the  case  does 
have  broad  Implications  ; for 
the  high  technology  sector 
because  it  may  redefine  how 
dominant  companies  can  use 
their  intellectual  property  to 
competitive  advantage. 

Overall,  the  ETC  has  deep 
concerns  about  Intel's 
entrenched  position  within 
the  computer  industry  and 
its  “broad"  investigation  of 
Intel's  bumness  practices  is 
continuing.  Robert  Pitofeky, 
FTC  chairman,  is  particu- 
larly alarmed  by.  the_ pros- 
pect of  ‘’bottlffide^monopo- 
lies"  which  could  restrict 
access  to  new  markets  and 
establish  a stranglehold  on 
future  innovation.  • 

By  charging  Intel  with 
antitrust  violations  the  ETC 
also  wants  to  win  the  trust 
of  the  Industry  to  encourage 
whistle-blowers  in  case  of 
future  transgression.  For  the 
FTC  the  case  against  Intel 
marks  a line  in  the  sand. 


Cuba  threatens  to  cut 


phone  links  with  US 


By  Pascal  Fletcher  In  Havana 


PUBLIC  NOTICES 


NOTICE  PUBLISHED  BY  THE  SECRETARY  OF  STATE 
UNDER  SUBSECTIONS  8(5)  AND  10(6)  OF  THE 
TELECOMMUNICATIONS  ACT  1 984 


The  Secretary  of  Sue  hereby  gives  notice  os  follows. 

1.  He  proposes  Wgnim  a licence  under  ihe  TcWconnnunkaiioas  Act  19S4  fthe  AcO  tQ  Kingston 
Communications  (Hull)  PLC  (The  Licensee")  to  nm  lefecommunicaiion  systems  in  the  licensed  Area.  Die  licence 
will  be  for  a period  of  6 months,  thereafter  being  subject  to  revocation  on  one  month's  notice. 

2.  The  principal  effect  of  the  licence  win  be  to  enable  the  Licensee  in  install  and  nm  lefccommwucatian  systems  in 
the  Licensed  Aren.  The  Licensee  will  be  able  to  provide  a wide  range  of  services  but  excluding  mobile  radio 
services  and  certain  international  services.  The  licence  authonses  connection  lo  a wide  range  of  other  systems, 
including  eanh  urtnting  apparatus,  allowing  the  provision  of  some  types  of  jmernraional  service.  On  securing  a 
share  of  M**  or  more  of  tfw:  market  in  respect  of  particular  services  in  an  area  specified  by  the  Director  General  of 
TekrocOTurucatjons.  the  Licensee  may  be  obliged  ip  make  available  those  lekcomrnuracaiioris  services  to  all  who 
reasonably  request  them  within  that  area. 

3.  The  licence  will  be  subject  to  conditions  such  that  section  8 of  the  ACT  will  apply  to  it.  thereby  making  die 
system  ran  under  the  licence  eligible  for  designation  ns  a public  tefecommunicaiion  system  under  section  9 of  the 
An.  It  is  the  intention  of  the  Secretary  of  State  to  designate  the  Licensee's  system  as  a public  tetecariraunication 
system. 

4.  The  Secretary  of  State  proposes  ra  grant  the  licence  in  response  to  an  application  from  the  Licensee  Tor  such  a 
licence  because  he  considers  [hat  it  will  help  to  satisfy  demands  rc  tbe  Licensed  Area  for  the  provision  of  services 
of  the  type  autbcriSisL  will  promote  the  interests  or consurncra  in  respect  of  the  quality  and  variety  of  such 
services,  and  will  maintain  and  promote  effective  competition  between  those  engaged  in  the  provision  of 
telecommunication  services. 


S.  He  proposes  to  apply  the  relecornmunicarions  code  Cthe  Code")  to  the  Licensee  subject  to  certain  exceptions 
and  conditions  throughout  the  Licensed  Area.  The  effect  of  the  exceptions  ami  condkians  lo  tbe  application  of  the 
Code  is  that  (be  Licenser  will  have  duties; 


(a)  to  comply  with  various  safety  and  environmental  conditions,  in  particular  (with  certain  exceptions)  to  install 
lines  underground  or  only  on  such  above-ground  apparatus  as  is  already  installed  for  any  purpose: 
lb  I to  comply  with  conditions  designed  to  ensure  efficiency  and  economy  an  the  pan  of  the  Licensee,  in 
connection  wiih  the  execution  of  works  on  land  concerning  the  insalbtkin,  maintenance,  repair  or  alteration  Ofhs 
apparatus: 

(cl  to  consult  certain  public  bodies  before  exercising  partkrolar  powers  tender  the  Code,  including  the  local 
planning  and  highway  authorities  and  English  Nature.  Scottish  Natural  Heritage,  the  CcumrysOeOxnd)  Tor 
Wales,  the  National  Trua  and  the  Notional  Trust  for  Scotland,  as  well  as  relevant  electricity  suppliers; 

(d)  to  keep  and  make  available  records  of  the  Location  of  underground  apparatus  and  copies  of  the  exceptions  and 
conditions  in  the  licence  id  its  powers  under  the  Code:  and 


(e)  to  ensure  that  sufficient  funds  an;  available  to  meet  certain  liabilities  arising  from  the  execution  of  street  works. 


6.  The  reason  why  the  Secretary  of  Slate  proposes  to  apply  the  Code  to  the  Licensee  is  that  (he  Licensee  will  need 
the  3taiutoty  powers  in  tit  Code  to  install  and  maintain  Ibc  teleamummicmioa  systems  which  are  «o  be  installed 
and  nm  under  the  proposed  licence. 


7.  The  reasons  why  k is  preposed  that  the  Code  as  applied  should  have  effect  subject  R)  the  exceptions  and 
conditions  referred  to  above  arc  that  they  are  considered  rcquiste  or  expedient  far  the  putpose  of  securing  (hat  the 
physical  environment  is  protected,  that  there  is  no  greater  damage  to  land  than  necessary,  that  the  systems  are 
installed  s safely  and  economically  as  possible,  and  that  the  Licensee  to  whom  (he  Code  is  applied  can  meet  (end 
relevant  perrons  can  enforce)  liabilities  arising  6am  the  execution  of  works. 

8.  Representations  or  objections  may  be  made  in  respect  of  the  proposed  licence,  die  application  of  the  Code  » the 
Licensee  and  die  proposed  exceptions  and  conditions  referred  to  above.  They  should  be  made  in  writing  by  23 
March  1 W9  and  addressed  u>  the  undersigned  at  the  Department  of  Trtde  and  IndhBny.Coranunications  and 
Information  Industries  Directorate.  2J80  Grey.  1S1  Buckingham  Paldt*  Road.  London  SW1W  9SS.  Copes  of  the 
proposed  licence  can  freely  be  obtained  by  writing  to  the  Department  or  by  calling  0171  215  1756. 

Alan  D Proud  22  February  1999 

Department  of  Trade  and  Industry 


Cuba  baa  announced  it  will 
sever  most  of  its  direct 
phone  links  with  the  US  this 
week  If  US  phone  companies 
do  not  immediately  settle 
payments  arrears. 

The  move,  only  days  after 
Cuba  announced  tough  new 
legislation  against  what  it 
says  is  a growing  threat  of 
US-backed  subversion, 
appears  to  indicate  a harden- 
ing of  the  communist-ruled 
island’s  already  defensive 
stance  towards  its  northern 
neighbour. 

The  US  last  month 
announced  carefully  cali- 
brated alterations  to  its  long- 
standing economic  embargo 
against  the  Caribbean 
island.  Since  then,  the  level 
of  anti-US  rhetoric  emana- 
ting from  Havana  has 
increased  sharply. 

Cuba  said  it  “fully  backed" 
a decision  by  ETECSA,  the 
Cuban  telephone  company, 
to  cat  phone  circuits  to  the 
Island  ■ operated  by  five  US 
telecommunications  compa- 
nies next  Thursday. 

A Cuban  statement  said 
the  cut-off  would  occur  if 
these  five  companies  - 
AT&T  Corporation,  MCI 
WorldCom,  LDDS  Communi- 
cations, IDB  Communica- 
tions and  WIlTel  - did  not 
“immediately"  hand  over  to 
ETECSA  payments  they 
were  withholding  for  phone 
calls  made  in  December. 

Phone  circuits  operated  by 
two  other  US  companies. 
Sprint  International  and 
Telefonica  Larga  Distancia 
of  Puerto  Rico,  would 
remain  open  as  these  two 
had  fulfilled  their  payment 
obligations  to  ETECSA  the 
statement  said. 

The  dispute,  which  poses  a 
sensitive  political  dilemma 
for  the  US  government,  has 
arisen  out  of  a court  case 
involving  the  families  of  four 
Cuban -American  pilots 


Canosa’s  son  set  to  head  exile  group 


The  largest  Cuban  exile 
opposition  group  is  set  to 
elect  the  son  of  its  iate 
leader,  Jorge  Mas  Canosa, 
to  succeed  his  father, 
reaffirming  its  hardline 
stance  against  President 
Fidel  Castro's  government 
and  further  reducing  the 
chartoe  of  a change  in  US 
policy  towards  the  island, 
Richard  Lapper  and  Henry 
Hamm  an  report  from 
Miami 

Mr  Mas  Canosa  Senior 
built  the  Cuban  American 
National  Foundation  (CAN F) 
into  one  of  the  most 
powerful  political  lobbies  in 
the  US.  Since  his  death  last 
year,  however,  the  rightwing 
foundation  has  appeared  to 
lose  influence  in 
Washington. 

News  of  his  son's 
succession,  which  is 
expected  to  be  confirmed  at 
a meeting  of  CANF,  follows 
a draconian  cfampdown  on 


political  opposition  within 
Cuba  last  week.  President 
Castro  imposed  lough  new 
penalties  on  political 
dissidents,  confirming  the 
government's  hostile 
response  to  a modification 
of  the  US  embargo  in 
January. 

Domingo  Moroira,  a 
member  of  the  GANFs 
executive  board,  said  the 
election  of  Mr  Mas  Canosa 
would  help  increase  the 
foundation's  appeal  to  a 
younger  generation  of 
Cuban  Americans.  “I  think 
he’s  quite  effective  and  will 
assume  the  leadership  rote,” 
he  said.  Mr  Mas  Canosa  is 
head  of  Mastec,  a publicly 

traded  telecommunications 
company. 

CANF  draws  its  financial 
support  from  wealthy  Cuban 
exiles  and  has  used  its 
financial  clout  and  lobbying 
expertise  to  dominate  US 
policy  towards  Cuba. 


whose  small  US-registered 
aircraft  were  shot  down  oft 
Havana  by  a Cuban  fighter 
nearly  three  years  ago. 

The  pilots'  families  are 
seeking  to  seize  the  phone 
payments  due  to  Cuba  to 
make  up  at  least  part  of 
$187m  compensation  for 
wrongful  death  awarded  to 
them  by  a US  district  judge 
in  2997.  The  same  judge, 
James  Lawrence  King,  Is 
now  due  to  rule  on  whether 
the  phone  payments  can  be 
used  as  compensation. 

The  US  government  agrees 
with  the  Cuban  government 
that  ETECSA  should  receive 
the  scheduled  phone  pay- 
ments, which  have  been 
made  since  1994. 

US  officials  argued  that 
maintaining  phone  links 
with  Cuba  was  central  to  the 
US  policy  of  increasing-  bilat- 


eral “people-to-people"  con- 
tacts. while  keeping  basi- 
cally intact  long-running 
economic  sanctions  against 
the  Cuban  government  The 
January  5 recalibration  of 
this  “two-track"  embargo 
policy  - presented  by  Wash- 
ington as  an  easing  of  the 
embargo  - seems  to  have 
infuriated  Cuban  President 
Fidel  Castro. 

He  and  other  Cuban  lead- 
ers have  rejected  as  “subver- 
sive" and  “a  fraud"  recent 
measures  announced  by  US 
President  Bill  Clinton,  which 
include  wider  approval  for 
flights  and  cash  remittances 
to  Cuba,  plans  for  a direct 
postal  service  and  authorisa- 
tion for  possible  sales  of  US 
food  and  form  supplies  to 
private  individuals  and  non- 
government entities  on  the 
island 


NEWS  DIGEST 



CLASH  LOOMS  WITH  EU  OVER  BANANAS 


US  prepares  to  go  ahead 
with  trade  sanctions 


NIGERIAN  ELECTIONS 


PDP  has  strong  lead 


Early  results  from  Nigeria's  senate  and  national  assembly 
elections  at  the  weekend  gave  a strong  lead  to  the 
People's  Democratic  party  (POP),  a coalition  of  establish- 
ment figures  from  across  the  country.  With  more  than  half 
the  results  In,  the  PDP  was  leaefing  with  145  seats  in  the 
House  of  Representatives. 

The  Alliance  for  Democracy,  a regional  party  from  the 
south-west,  had  70  and  the  AH  People’s  party  28.  The 
ratio  was  roughly  the  same  for  the  senate  and  was  in  line 
with  earlier  state  and  local  government  elections  in  which 
the  PDP  came  out  with  a strong  showing  in  a first-past- 
the-post  system  but  with  around  half  the  popular  vote. 

The  result  appeared  to  confirm  that  the  two  other  parties 
which  have  presented  a joint  candidate  for  the  presidential 
poll  to  be  held  this  Saturday  - OIu  Fatae,  a former  finance 
minister  - still  have  an  outside  chance  in  the  presidential 
race  against  the  former  military  ruler,  OIu  Segun  Obasanjo. 

The  vote  over  the  weekend  was  the  penultimate  stage  in 
a phased  transition  to  democracy  designed  to  bring  an 
end  to  a 15-year  succession  of  military  regimes  by  a 
scheduled  handover  in  May.  Election  observers  said  voting 
was  orderly,  with  few  reports  of  malpractice,  but  they  said 
turnout  was  tow.  William  Weltis,  Lagos 


UKRAINE’S  EXTERNAL  DEBT  SERVICING 


Worries  over  IMF  loan  delay 


Ukraine  may  be  forced  to  renegotiate  part  of  Its  external 
debt  service  in  1999  if  a loan  from  the  International  Mone- 
tary Fund  continues  to  be  delayed  past  March,  said  Ihor 
Mitiukov,  Ukraine's  finance  minister. 

He  said  he  was  confident  the  Ukrainian  government  and 
the  IMF  would  agree  on  continued  disbursement  of  the 
loan  next  month,  which  has  been  held  up  since  November, 
because  of  Ukraine’s  failure  to  meet  a number  of  condi- 
tions of  the  $2-5bn,  three-year  credit  granted  by  the  IMF 
last  August  But  if  continued  disbursements  could  not  be 
agreed  on,  “we  will  be  simply  forced  to  begin  negotiations 
with  our  external  creditors,"  he  said  at  the  weekend. 

The  Ukrainian  government  owes  $1.9bn  in  external  debt 
service  this  year,  along  with  1.5bn  hryvnia  ($37 6m)  in  pay- 
ments on  domestic  treasury  bills,  according  to  Mr  Mitiu- 
kov. Rescheduling  this  debt  service  could  trigger  cross-de- 
fault clauses  in  $1bn  worth  of  outstanding  eurobonds,  due 
in  2000  and  2001,  which  would  cause  them  to  fail  due 
immediately.  Charles  Clover,  Kiev 


GIBRALTAR  CRISIS 


Britain  appeals  to  Spain 


Britain  and  Spain  discussed  the  latest  crisis  over  Gibraltar 
yesterday,  with  Robin  Cook,  British  foreign  secretary, 
appealing  to  Madrid  to  end  long  border  checks  for  travel- 
lers from  the  British  colony. 

"I  expressed  concern  at  continuing  delays  at  the  bor- 
der,'’ Mr  Cook  said  after  meeting  his  Spanish  counterpart. 
Abel  Matutes.  He  said  he  urged  Spain  to  honour  the  Euro- 
pean Union  principle  of  free  movement  of  people  but 
could  give  no  guarantees  Spain  would  soon  ease  border 
checks  at  Gibraltar.  He  said  more  meetings  would  be  held 
between  British  and  Spanish  officials. 

This  month  Spain  tightened  border  controls  at  the  Span- 
ish-Gibrattar  border,  and  threatened  to  ban  Gibraltar- 
bound  aircraft  from  Spanish  airspace  and  to  stop  recog- 
nising Gibraltarian  driving  licences.  The  dispute  began  over 
access  by  Spanish  fishermen  to  waters  around  the  British 
colony.  AP,  Luxembourg 


DEATH  SENTENCE  ON  GERMAN 


Iranian  court  orders  retrial 


The  case  of  the  German  businessman  Helmut  Hofer,  sen- 
tenced to  death  in  January  last  year,  has  been  referred 
back  to  a new  court  for  retrial,  according  to  Iran's  official 
newspaper. 

Mr  Hofer  was  arrested  In  September  1997  following  an 
alleged  affair,  which  he  has  repeatedly  denied,  with  a Mos- 
lem Iranian  woman. 

Citing  judicial  sources,  the  paper  said  Iran's  supreme 
court  had  quashed  the  death  penalty  on  Mr  Hofer,  a 57- 
year-old  spice  merchant,  because  of  "inadequate  reason- 
ing" In  the  verdict  reached  by  a lower  court 

According  to  Agence  France  Press  in  Tehran,  Germany's 
foreign  ministry  had  hot  received  any  official  confirmation 
of  the  supreme  court's  decision,  and  was  unsure  whether 
It  was  “definitive". 

The  Hofer  case  has  aggravated  German-lranian  relations, 
already  strained  by  a German  court  verdict  implicating 
senior  Iranian  officials  from  the  intelligence  ministry  In  the 
murders  of  Kurdish  political  dissidents  in  Berlin’s  Mykonos 
cafe  two  years  ago.  Robin  Allen,  Dubai 
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Washington  and  Brussels  have  sat  the  stage  ^ anoth^ 
bjtterd^ow  bananas  at  the  World  Trade  Organtealw 
early  next  month  as  the  Clinton 
intention  to  go  ahead  as  planned  with  trade 
against  European  goods.  The  US  has  asked  for  a special 
WTOmeeting  on  March  3 to  authorise 
the  European  Union,  in  line  with  pledges  to  the  US  Con- 
gress to  impose  sanctions  by  that  date- 

Its  request  wiU  be  based  on  the  Cession,  March 

2 of  a WTO  panel  charged  with  arbitrating  on  the  US 
ciaim  for  $520m  of  punitive  tariffs  on  a wide  range  of 
European  goods.  The  US  argues  that  undvWOttm 
authorisation  cannot  be  refused.  However,  BJ  officiate  said 
at  the  weekend  It  was  possible  the  arbitrators ^report 
would  be  inconclusive  In  the  absence  of  a WTO  decision 
on  the  legacy  of  the  BJ  banana  import  regime. 

The  same  WTO  panel  has  until  April  12  to  deckle  if  the 
EU’s  amended  banana  Import  arrangements  which icame 
into  effect' on  January  1 comply  fully  with  earlier  WTO  rul- 
ings. The  previous  scheme,  which,  fike  the  present  one, 
favours  bananas  from  African,  Caribbean  and  Pacific 
countries,  was  judged  to  discriminate  unfairly  against  Latin 
American  bananas  and  US  banana  distributors. 

In  a related  counter-move,  Brussels  has  requested  a 
meeting  of  foe  WTO’s  dispute  settlement  body  on  March  2 
to  establish  a dispute  panel  to  examine  Section  301  of  US 
trade  law.  Brussels  says  Section  301  is  being  used  in  the 
banana  dispute  to  authorise  unilateral  - and  thus  jffagal  - 
US  trade  measures.  Washington  says  its  retaliation  proce- 
dures under  Section  301  are  in  line  with  WTO  rules. 
Frances  WtiBams,  Geneva 
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By  Robert  Chafe, 

Economic*  Ecfttar  . 

Emerging  market  countries 
will  be  invited  to  Join  a 
“financial  stability  forum”, 
bringing  together  finanro 
ministries,  central  banks 
and  financial  regulators,  the 
Group  of  Seven  industrial 
nations  said  this  weekend. 

By.  strengthening  surveil- 
lance and  supervision  of  the 
international  financial  sys- 
tem, the  forum  is  supposed 
to  help  prevent  enonmnic  cri- 
ses like  those  that  have 
swept  south-east  Asia  and 
other  emerging  markets  over 
the  last  two  years. 

“While  the  forum  win  ini- 
tially be  the  initiative  of  the 
G7  countries,  we  envisage 
that  over  time  additional 
national  authorities  will  be 
invited  to  Join  the  process,” 
the  G7  said.  International 
regulatory  bodies  will  be 
involved  from  the  start. 

The  proposal  for  the  forum 
was  drawn  up  by  Hang  Tiet- 
meyer. president  of  the  Ger- 
man Bundesbank.  Finance 
ministers  and  central  famfe- 
governors  from  the  G7  for- 
mally endorsed  It  on  Satur- 
day, at  their  meeting  tn 
Petersburg,  near  Bonn. 

Each  G7  country  will  be 
allowed  three  representa- 
tives on  the  ftirirm  mw  Mn h 


Ham  Ttenwyw.  •Swplnp 


from  their  finance  ministry, 
central  bank  and  >“senior 
supervisory  authority".  The 
International  Monetary 
Fund  and  World  ’-Bank  wiB 
have  two  members  each,  as 
will  the  Basle  Committee 'on 
Banking  Supervision,  the 
International  Organisation 
of  Securities  Commissions 
and  the  TtVwn»H«infli  Associ- 
ation of  Insurance  Supervi- 
sors. 

- The  Balk  hu*  International 
Settkihmis, . the.  (kgarisa- 


Hn»  far  -ftmitni 
firm  .and-'Develapnieiit,  the 
rnrrmiTfrtiin  fi^  ' Payment  awH 

SsfcBemqat  Systems  and  the 
Gonunititee  on  the  Global 
FtoandaT  System,  (formerly 
tire  Euro-currency  Standing 
Gnmnritey),  win  each  have 
one  seat  round  the  table,  giv- 
ing 35  participants  in  alL 
The  GS  «»m  the  committee 
would  be  chaired  for  an  ini- 
tial  period  of  three  years  by 
Andrew  Crockett^  general 
manager  of  the  Bank  for 


International  Settlements, 
the  central  bankers’  bank  in 
Basle.  It  Will  have  a small 
secretariat  there,  reflecting 
Mr  Tietmeyerfs  belief  that 
“sweeping  institutional 
changes  are  not  needed  to 
realise  these  improvements". 

Mr  Tietmeyer  said  the 
forum  should  begin  by  meet- 
ing twice  a year,  with  the  G7 
agreeing  that  the  first  gath- 
ering should  be  held  this 
spring.  Robert  Rubin,  US 
Treasury  secretary,  warned 


that  some ' details  still 
renamed  to  be  worked  out 
by  G7  officials. 

hi  the  communique  issued 
after  the  meeting,  the  G7 
the  overall  of  the 
forum  Was  "to  ensure  that 
national  and  international 
authorities . and  relevant 
international  supervisory 
bodies  and  expert  groupings 
can  more  effectively  foster 
and  co-ordinate  their  respec- 
tive responsibilities  to  pro- 
mote international  financial 
stability,  improve  the  func- 
tioning of  the  markets 
reduce  systemic  risk". 

Mr  Tietmeyer  said  the 
forum  would  improve  the 
pooling  of  information  and 
help  develop  early  warning 
indicators  of  crises.  It  was 
also  important  to  encourage 
the  development  of  Interna- 
tional standards  as  well  as  to 
foster  better  in-house  risk 
management  in  private  sec- 
tor financial  institutions. 

The  G7  members  also  said 
they  would  continue  to 
assess  whether  additional 
reporting  and  disclosure 
should  be  required  of  hedge 
funds  and  other  highly  lever- 
aged investors.  Mr  Tiet- . 
meyer  said  the  forum  should 
assess  “the  need  for  the  reg- 
ulation of  non-regulated 
entities",  which  include 
hwtga  funds. 


ItaUfiultaMdSfiDApifl: 

9 G7  compliance  with  IMF 
flood  practice  code  on  fiscal 
transparency 

•G7  report  on  strengthening 
national  financial  regulation, 
particularly  of  highly 

leveraged  institutions 

• IMF  to  complete  manual  for 
Implementing  fecal 
transparency  good  practice 
code  and  to  start  monftoring 
code’s  implementation' 

® IMF  (supported  by  BB  and 
others)  to  complete  code  of 
bast  practice  for  monetary 
and  financial  transparency  .- 
w IMF  to  strengthen  data 
cfissamriatlon  standards 
a Early  findings  of  BIS 
commfttess  on  disclosure  . 
standards  for  private  sector 
financial  tnstauSbnis  and 
International  capital  flows 
•WoridSank/IMlF  interim 
report  on  establishing . 
Insolvency  and  debtor*  . 
creditor  regimes  " - 

• IMF  to  r^ort  on  progress 
of  its  paOcyto  lend  to  f 
countries  in  arrears  to  their 
other  creditors 

• World  Bank  interim  report 
on  development  of  principles 
of  best  practice  in  social 
poDcy 

9 IMF  to  report  on  proposals 
for  Rand  other  international 
ffrtanctal  institutions  to 
putoBsh  more  Information 
9 MF  to  report  on  progress 
towards  formal  evaluation 
maohaifan  for  naeesslng  its 


own  effectiveness 

At  B7  Spring  meeting; 

Discern  progress  on  - 
9 Proposals  to  strengthen 
World  Bank  and  IMF's  interim 
and  Development 
Committees 
® Examining  scope  for 
stronger  prudential  regulation 

In  induttrfa&sed  countries  and 

emerging  markets 
9 Considering  necessary 
elements  tor  maintaining 
swrtafoabte  emerging  market 
exchange  rate  regimes 
9 Developing  new  crisis 
response.  Inducting  new 
forms  of  official  finance  and 
ways  to  Include  private  sector 
a Strengthening  IMF’s,  crisis 
prevention  and  response 
procedure 

9 Policies  to  protect  the  most 
vulnerable  in  society 

By  CEP)  nfalitmfiil  mac  tiny  la 

■ey 

9 OECD  to  complete  code  of 
prindptes  for  sound 
corporate  governance 

By  67  Caiogae  soneA  in  Jure 

9 G7  to  convene  first  meeting 
of  Rnancial  Stability  Forum 
9G7  consensus  on  how  to 
proceed  on  strengthening 
national  financial  regulation, 
particularly  of  highly 
leveraged  institutions 
9G7  consensus  on  hew  to 
promote  more  collective 
action  clauses  in  bond  issues 


By  end  Jtm  1B90 

907  to  disseminate 

Information  on  goverrmant 
and  central  bank  foreign 
exchange BqiAtity poetton  ■ 

By  BfiTWorid  Book  toned 
■rating  kt  October 
9 IMF  and  standard-setting 
bodes  to  prepare  strategy  for 
implementing  accounting, 
corporate  governance,  data 
and  monetary  and  fiscal 
policy  transparency 
standards.  Joint  paper  on 
this  by  IMF  and  World  Bank 
9 tMF  to  finalise  structure  far 
transparency  reports 

By  and  1999 

9G7  report  on  private  sector 
compliance  with  corporate 
governance  and  accounting 
transparency  standards 

By  January  2000 
9 G7  to  comply  with 
strengthened  IMF  data 
dissemination  standard 

Others 

9 G7  compliance  with  best 
practice  code  on  monetary 
and  financial  policy 
transparency,  onoe  codeia 


9 IMF  to  continue  poldes  of 
trade  liberalisation, 
eliminating  soft  loans  by 
states  to  favoured  industries 
and  non-discrimlriatory 
Insolvency  regimes 
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Currency  zone 
split  remains 
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ByAboBeettieaad 
Wolfgaag  M&ndnn  in  Booo 

Finance  ministers  from  the 
G7  foiled  at  their  meeting  on 
Saturday  to  resolve  their  dis- 
agreement over  currency 
target  zones. 

Oskar  Lafbntaine.  the  Ger- 
man finance  minister, 
encountered  ftwntHar  strong 
opposition  from  the  US  to 
the  idea  of  setting  trading 
bands  for  the  world’s  large 
currencies.  The  oammuoiqiid 
agreed  by  the  G7  finance 
ministers  and  central  bank 
i revealed  there  had 
en  no  change  in  policy, 
^reaffirming  the  view  that 
sound  fundamentals  were 
the  key  to  exchange  rate  star 
bility.  . .....  ... 

Participants  at  the  meet- 
ing  said  the  dfscosskm-was 
couched  in  general  terms, 
with  no  specific  system 
being  mooted.  Dominique 
Strauss-Kahn,  France’s 
finance  minister,  said  that 
the  debate  had  focused  more 
on  closer  co-operation  on 
currency  stability.  “No  one 
wanted  to  push  the  Idea 
once  forwarded  by  our  Ger- 
man hosts  on  target  sones,” 
he  said. 

But  ministers  agreed  to 
dianuM  the  Issue  pgafo  on 
March  11,  leaving  opea  the 
possibility  that  a concrete 
proposal  will  emerge. 

Mr  Lafontaine  said  after 
Saturday’s  meeting  that 
while  France  and  Japan  sup- 
ported the  prindple  of  bands 
to  control  currency  move- 
ments, the  US  was  opposed. 

The  issue  has  gained 
prominence  in  recent 
months  after  the  French, 
German  and  Japanese 
fiTMnnp  ministers  all  «»nnri 


for  a system  of  fixed  hands 
as  a means  of  controlling 
speculation  in  currency  mar- 
kets. - 
But  the  US  is  strongly 
opposed  to  the  proposal, 
emphasising  instead  the 
need  for  sound  fundamentals 


to  promote  currency  stabil- 
ity. 

Robert  Rubin,  the  US  Trea- 
sury secretary,  said  there 
h«H  been  a “very  frank"  dis- 
cussion about  different 
points  of  view  regarding  tar 
get  zones.  He  was  eager  to 
point  out  that  there  had 
been  no  official  policy 
change  by  the  G7.  The  refer 
ence  to  exchange  rate  stabil- 
ity in  tire  communique 
“reflects  a contmuatiop  of 
,,  cmrent.  practice",  he  $aJjL'-.r 

Central  bankers  also 
expressed  opposition  to  tire 
idea  of  setting  formal  cur- 
rency bands. 

Mr  Lafontaine  acknowl- 
edged that  Alan  Greenspan, 
chairman  of  the  Federal 
Reserve,  had  argued  the  idea 
would  prove  counter-pro- 
ductive as  speculators  tested 
the  boundaries  of  tbe  zop 
Amt  Hfms  Tietmeyer,  presi- 

bfo . flpPQSlrififti  to^ . 

targefc.zoote  duripg  fcesama 
. news  copforence  at  wideb. 

'filBWilto  hAi* 

fetry  has  ^rtcentiy  developed 
ft  more  modest  proposal  than 
a^ target  zone  sys- 
tem- H»  plan  envisages  that 
a large  .movement  in 
exchange  rates  would  trigger 
formal  consultation  among 
G7  central  banks  and 
finance  ministers,  rather 
than  automatic  central  fanfc 
intervention  in  the  foreign 
»«rh*n  gp  markets. 


> WTO  rules 
support  illegal 
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By  Edwaid  AkisukiTbwater 

The  World  Trade  Organ- 
isation has  hit  the  aerospace 
industries  of  Canada  and 
Brazil  by  ruling  that  key 
government  support  pro- 
grammes in  each  country 
constitute  illegal  subsidies. 

In  a confidential. interim 
report  released  to  the  gov- 
ernments last  week,  a WTO 

dispute  settlement  panel 
found  that  Canada's.  Tech- 
nology Partnerships  Canada 
programme  is  a subsidy  con- 
tingent on  export  perfor- 
mance, which 

by  the  agreement-ca  gatefe 
sures, 

familiar  witii  thb  nuuqs*  -t£ 

A separata  panel  smooth- 
ing Brasil’s 
gramme*  an 
subsidy  that 
aircraft 
WTO  idles, 
that  Brazil  was 
using  Proex  to 
ing  at  below 
national  interest  rates..  . 

Trade  officials  in  JBraxQ 
and  refused  to  ccan- 

ment  an  the  WTO  findings. 

The  rating*,  which  are  stfil 
subject  to  change  before  the 
final  panel  derisions  are 
released  next  month,  could 
cause  problems  for  Bombar- 
dier of  the  world's 

third  largest  rivfl  aircraft 
ifflke&.aud  Bnforaer  of.  Bra- 


zil-its  maih ' 'Competitor  tn 

tfag  regional  jet  aWket. 
Ganada  toricRr^fi  to  the 

WTO  hot  year  at  the  urging 

of  BombarcSer,  which  lest 
sdvc^tT  large  US  aircraft 
sales  to  - Kmbraer  and 
(fiaKgecI^ tinit'Oe  Proex  pro- 
gramme was  respcmslble  frar 
En^ier  "winning  those 
orders.  Br^L:<  challenged 
Canadian  geveimment  sup- 


- X 


Osnsda.  charged  at  the 
WTO  that  feaxffs  Proex  pro- 
gramme knocked  15-so  per 
■ cent  cif  the  delivered  cost  off 
Bmbraer’s  66-swrt  regional 
jet,  which  coarp^es  dfrect^ 
.vrith  Bombardier's  50-seaier. 
Brazfl  has  committed  almost 

In  the  past  u months 

foorign  that  have 

" orders  with  Embraer. 
[lfon  govemnusit 

to  ritodnata 
export  to  the 
to  South 
International 
id  is  also 

— to  be  demanding 

Proex. 

Partnerships 
was  boosted 
anno- 
weAls  Quwriian 
B -targeted  at  the 
ia^Bsteyinthe 

_ province 

of  Qu^ec.  The  money  is 
gnritied  as  loans  that  are 
repaM  only  If  the  product 
becomes  successful.  ^ 

• F.'  ' ..  * 
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Arcstar  Advanced  global  communications  from  NTT. 

Afcstar  offers  you  a uniquely  flexible  globaL  connection.  In  fact,  no  one  offers  a stronger  connection 
with  Asia  and  the  Pacific.  In  Singapore,  for  example,  NTT's  Customer  Support  Center  provides 
comprehensive  network-integration  services  and  maintenance  to  flexibly  satisfy  your  every  need. 
As  one  of  the  world's  beading  telecom  providers,  NTT  can  provide  you  and  your  global  offices  with  an 
unsurpassed  level  of  service-  From  round-the-clock  multi-language  assistance  and  business  support  to 
emergency  backup.  Now,  connecting  with  Asia  is  a simple  matter  of  connecting  with  the  right  partner. 
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BRITAIN 


SINGLE  CURRENCY  NAJIONAL  CHANGEOVER  PUN  TO  TELL  OF  THREE-YEAR  GAP  BEJWEENJJK  REFERENDUM  AND  ABOLITION  OF  STERLING 


Public  sector  ‘not  prepared  for  euro’ 


By  Robert  Peston, 
Political  Editor 


The  UK  government  will 
concede  later  this  week  that 
the  public  sector  faces  a 
more  daunting  and  longer 
task  preparing  for  the  euro 
than  the  private  sector,  in  an 
embarrassing  admission  that 
may  undermine  its  calls  on 
companies  to  invest  for  mon- 
etary union. 

There  Is  a big  problem  at 
social  security,  the  Inland 
Revenue  and  customs  get- 
ting their  computer  systems 
ready,”  said  a government 


member.  "Our  best  guess  is 
that  it  could  take  four  years 
to  get  their  IT  up  to 
scratch.” 

The  national  changeover 
plan,  the  official  programme 
for  introducing  the  euro,  to 
be  published  this  week.  Is 
understood  to  say  the  gap 
between  a referendum  vote 
to  join  the  new  currency  and 
the  abolition  of  sterling  as 
legal  tender  should  be 
around  three  years.  This  cor- 
responds closely  to  the  time 
needed  by  larger  store 
chains  and  retail  banks  to 
convert  their  systems. 


A minister  said  there  was 
a need  to  invest  at  the  social 
security  department  and  the 
Inland  Revenue  “before  we 
have  made  a formal  decision 
to  join"  the  euro. 

There  may  also  be  wide* 
spread  surprise  when  the 
plan  is  published  that  the 
government  is  keeping  its 
options  open  on  the  gap 
between,  a decision  to  join 
and  the  locking  of  exchange 
rates,  or  the  formal  moment 
of  UK  euro  membership. 

Instead,  the  largely  techni- 
cal changeover  plan  concen- 
trates on  the  process  leading 


up  to  the  introduction  of 
notes  and  coins.  Meanwhile, 
the  Treasury  has  been 
advised  it  cannot  invest  the 
tens  of  million  pounds 
required  to  update  public 
sector  payment  systems 
with  a St  obtaining  approval 
from  parliament  in  the  form 
of  “paving”  legislation. 

A government  member 
said  there  was  unlikely  to  be 
a firm  commitment  to  such 
legislation,  since  this  would 
be  widely  regarded  as  a 
pledge  to  join  the  euro  very 
shortly  after  the  nest  gen- 
eral election,  probably  in 


PUNNING  SCHEME  WILL  EASE  SHORTAGE  OF  RAIL  TERMINAL  SPACEJN  SOUTH-EAST  ENGLAND 


Plan  to 
build 
freight 
depot  near 
Heathrow 

By  Charles  Batchelor, 

Transport  Correspondent 


Plans  for  a £2 00m  ($326m) 
rail  freight  terminal  near 
London’s  Heathrow  airport 
could  run  into  objections 
because  it  would  eat  into  the 
undeveloped  “green  belt” 
around  London. 

Argent  the  property  devel- 
opment arm  of  British  Tele- 
communication’s pension 
scheme,  applied  last  week 
for  planning  permission  to 
create  a 500-acre  freight  ter- 
minal at  the  junction  of  the 
M4  and  M25  motorways. 

Although  the  site  is  in  the 
green  belt  much  of  it  is  on 
former  industrial  land. 
Argent  plans  to  landscape 
half  the  site.  Strategic  plan- 
ning guidance  for  south-east 
England  urges  local  authori- 
ties to  be  sympathetic  to 
plans  for  rail  freight  depots, 
said  Peter  Freeman,  an 
Argent  director. 

The  terminal  would  make 
use  of  an  existing  freight 
line  that  connects  to  the 
Great  Western  main  line  to 


London.  At  present,  there  is 
no  westerly  connection  but 
one  would  be  built,  allowing 
for  the  first  time  a direct  rail 
link  from  Heathrow  to  west- 
ern England  and  south 
Wales.  The  terminal,  to  be 
named  the  London  Interna- 
tional Freight  Exchange,  will 
consist  of  distribution  ware- 
houses with  both  road  and 
rail  connections.  It  has  been 
designed  to  handle  28  freight 
trains  a day  and  could 
remove  the  need  for  more 
than  30m  miles  of  lorry  jour- 
neys a year.  Argent  said. 

But  because  the  land  is  in 
the  green  belt  it  is  expected 
that  a public  inquiry  will  be 
held,  thus  delaying  the  start 
of  construction  until  sum- 
mer 2000.  It  would  then  take 


about  five  years  to  fully 
develop  the  rite. 

If  the  project  gets  the 
go-ahead  it  would  relieve  a 
shortage  of  rail  terminal 
space  in  south-east  England 
and  provide  a link  for  air 
freight  landing  at  Heathrow 
and  the  UK  and  continental 
European  rail  networks. 

The  terminal  could  service 
Channel  tunnel  freight 
trains  as  well  as  those  run- 
ning between  northern 
England  and  the  Midlands 
and  London.  There  are  sev- 
eral small  terminals  in  Lon- 
don but  they  are  on  cramped 
sites  with  little  room  for 
storage  or  manufacturing. 

“The  south-east  represents 
35  per  cent  of  the  UK  con- 
sumer market  and  is  drasti- 


cally under-served  for  termi- 
nals.'* said  Julian  Worth, 
business  development  man- 
ager at  English  Welsh  & 
Scottish  Railway,  the  largest 
rail  freight  group. 

The  plans  do  not  envisage 
a direct  ran  connection  with 
Heathrow,  but  by  extending 
the  freight  track  under  the 
M2 5 to  the  airport  a link 
could  be  created  for  passen- 
ger and  freight  use. 

Proposals  were  first  put 
forward  two  years  ago  by  a 
consortium  including  a US 
rail  project  manager,  a large 
rail  equipment  manufacturer 
and  a distribution  group. 
Argent  took  over  manage- 
ment of  the  project  because 
of  the.  scale  of  the  invest- 
ment involved. 


2001  or  early  2002.  “We  are 
not  ready  to  make  that  kind 
of  commitment  yet.  But  we 
will  make  clear  that  we  win 
keep  the  issue  under  review 
and  will  not  close  off  the 
idea  of  putting  a bin  through 
the  House  [of  Commons J." 

In  a sign  of  the  importance 
and  sensitivity  of  the  docu- 
ment, Downing  Street  yester- 
day refused  to  say  whether 
the  prime  minister.  Tony 
Blair,  or  the  chancellor 
would  be  making  a state- 
ment to  the  Commons  when 
it  is  published 

Among  the  pro-European 


business  lobby,  there  have 
been  hopes  Mr  Blair  would 
use  the  occasion  to  make  a 
firmer  commitment  to  join 
the  euro.  These  are  likely  to 
be  dashed.  The  fundamen- 
tal policy,  that  we  will  not^ 
join  until  after  the  election 
and  until  our  economic  con- 
ditions are  met  will  not 
change/  said  a colleague  of 
.the  prime  minister. 

; The  changeover  plan 
spells  out  how  long  it  would 
take  to  convert  the  currency 
from  the  moment  the  cabi- 
net decides  to  participate  in 
monetary  union. 


Taskforce  aims 


to  boost  open 
government 


By  Andrew  Parker, 
PoGtfcal  Correspondent 


A freedom  of  information 
lobby  group  has  declined  to 
take  its  place  on  a new  gov- 
ernment taskforce  charged 
with  sweeping  away  the  cul- 
ture of  secrecy  that  perme- 
ates through  government 
departments  and  other  pub- 
lic sector  bodies. 

The  Campaign  for  Free- 
dom of  Information  says  it 
will  wait  untB  the  govern- 
ment has  published  the  long- 
awaited  freedom  of  informa- 
tion bilL  Ministers  want  to 
engender  a US-style 
approach  to  openness,  and 
encourage  civil  servants  and 
other  public  sector  workers 
to  embrace  a new  culture  of 
transparency. 

The  advisory  group  on 
openness  in  public  service 
has  been  set  up  by  Jack 
Straw,  who  as  chief  home 
affairs  minister  bas  responsi- 
bility for  the  bOL  Lord  Wil- 
liams of  Mostyn,  Home 
Office  minister,  chairs  the 
committee. 

Members  include  civil  ser- 
vants from  the  Cabinet 
Office.  Home  Office  and  pub- 
lic record  office,  and  repre- 
sentatives from  local  govern- 
ment Elizabeth  France,  data 


protection  registrar,  and 
Robert  Hazel!,  director  of  the 
Constitution  Unit  think- 
tank,  also  have  places. 

The  committee  will  report 
by  October  on  methods  to 
lift  the  veil  of  secrecy  spread 
across  much  of  the  public 
sector.  It  is  expected  to  focus 
on  new  training  for  civil  ser- 
vants on  transparency,  and 
informing  the  public  of  their 
rights  to  information. 

Lord  Williams  said:  "The 
decision  to  set  up  the  com- 
mittee demonstrates  a deter- 
mination to  look  for  a much 
more  open  culture,  not  sim- 
ply in  government  but  in  all 
those  organisations  that 
affect  the  public." 

Some  ministers  have  been 
concerned  at  the  way.  press 
offices  in  government 
departments  fail  to  give  fun 
and -balanced  information  to  ; 
the  media.  They  believe  the  1 
last  Conservative  adminis- 
tration helped  engender  a 
culture  of  secrecy. 

However,  ministers  are 
facing  criticism  over  their 
commitment  to  open  govern- 
ment because  of  substantial 
departures,  in  the  forthcom- 
ing legislation  from  the  1997 
freedom  of  Information 
paper  stating  government 
policy 


MEDIA 

Government  forced  to  lift 

ban  on  race  murder  report 


Jack  Straw,  chief  home  affaire  minister,  was  yesterday 
forced  to  abandon  his  attempts  to  prevent  fwrepapeni 
printing  savage  criticism  of  the  London  Metropolitan  pofice 
force  contained  in  the  Judicial  report  into  the  racially  moti- 
vated murder  of  Stephan  Lawrence,  a London  teenager, 

S*Leaked details  of  the  report  appeared  m eartyjKfttiors  of 
The  Sunday  Telegraph  newspaper  yesterday  and  were 
pkfted  up  by  other  news  outlets,  before  the  government 
obtained  an  injunction  banning  publication.  Mar  pressure 
from  newspapers  and  widespread  criticism  that  Mr  Straw 
was  undermining  the  freedom  of  the  press,  the  govern- 
ment amended  the  injunction  to  allow  newspapers  to  print 
the  report's  'conclusion  that  the  London  police  service  was 
taintedbya  “pemfctous  and  institutionalised  racism". 

Mr  Straw  had  Justified  the  injunction  by  saying  he  had 
planned  to' publish  the  report  in  fufl  on  Wednesday  and 
claiming  that  a “partial"  account  would  be  "profoundly 


BUSINESS  _ 

Public  mistrust  at  30-year  high 

Public  confidence  in  British  big  business  is  at  Its  lowest  for 
three  decades,  according  to  a poll  by  MORI,  the  opinion 
research  organisation. 

MORI  began  measuring  public  attitudes  to  business  in 
1970  with  the  question:  “Do  you  agree  that  the  profits  of 
large  British  companies  help  make  things  better  for  every- 
one who  buys  their  goods  and  services?"  (n  the  first  pod, 
53  per  cent  agreed  and  fewer  than  25  per  cent  disagreed. 
By  1999  25  per  cent  were  in  favour  and  52  per  cent 
against 

In  the  latest  survey,  more  than  two-thirds  said  busi- 
nesses did  not  pay  enough  attention  to  their  social 
responsibilities  and  that  they  failed  to  pay  enough  atten- 
tion to  their  treatment  of  the  environment  However,  mom 
than  two-thirds  said  large  companies  were  essential  for 
the  nation's  growth  and  expansion.  Kevin  Brown,  London 


PROFESSIONAL  EDUCATION 

Public  sector  masters  launched 

Warwick  University,  in  central  England,  is  to  launch  a US- 
style  master  of  public  administration  degree  In  a move  that 
marks  the  rise  of  the  public  sector  as  an  arena  for  top 
managers. 

The  MPA,  the  first  of  Its  kind  in  the  UK.  is  expected  to 
be  in  demand  among  c'rvff  servants,  local  government  offi- 
cers, medical  professionals  and  school  "super  heads",  if 
copied  by  other  UK  universities,  it  could  halt  the  climb  In 
popularity  of  the  MBA,  which  was  designed  for  private 
sector  workers  but  now  also  caters  for  public  sector 
workers. 

Warwick  Business  School  said:  There  is  no  equivalent 
world-class  qualification  for  top  policymakers  and  manag- 
ers In  the  public  sector."  The  UK’s  existing  courses  in 
public  administration  were  “seriously  out  of  date  and  out 
of  touch”,  because  the  public  sector  had  changed  greatly 
over  the  past  10  years.  Simon  Targett,  London 


We  Invest  Only 
In  Permanent 
Values 

(he  root  of  repeated  success  there  are  always  reference  values. 

From  technological  innovation  to  functional  design,  from  production  to 
installation,  each  manufacturing  stage  contributes  to  the  chain  of  value  that 
puts  our  equipment  at  the  forefront  of  the  market. 

This  is  the  style  that  has  turned  Costan  into  a leader  in  the  production  of 
showcases,  coldrooms  and  refrigerating  plant  for  the  food  retail  trade. 

Since  i94«,  costan:  only  permanent  values. 
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PROFILE  SAM  GINN,  CHAIRMAN  OF  AIRTOUCH 


Long  distance 

lone  ranger 


The  man  who  spent  1 5 years  creating  the 
world’s  biggest  pure  wireless  earner 
explains  his  strategy  to  Richard  Waters 

Before  long,  the  employees  into  millionaires 


P chairman  of  the 
^ third-Iargest  com- 
pany in  the  UK  will  be  living 

more  than  6.000  miles  from 
head  office. 

Even  in  the  era  of  the 
global  mega-corporation,  this 
may  seem  a stretch.  But 
Sam  Ginn,  chairman  of  Air- 
Touch,  has  made  a career  - 
and  a fortune  - out  of  stick- 
ing to  his  guns,  and  he 
doesn't  plan  to  change  now. 

His  two  young  grand- 
children are  in  San  Fran- 
cisco, he  says,  so  he  simply 
can't  leave:  his  wife 

wouldn't  let  him.  He  also 
displays  an  obvious  reluc- 
tance to  let  go  of  the  Calif- 
ornia-based company  he 
built  into  the  world's  biggest 
pure  wireless  carrier,  before 
agreeing  last  month  to  self 
out  to  Vodafone  of  the  UK. 
And  there  is  a nagging  con- 
cern that  corporate  life  in 
Britain  is  a million  miles 
from  the  sort  of  environment 
be  has  spent  the  past  15 


than  Mr  Ginn  can  keep  track 
of,  and  some  of  these  may 
decide  the  time  has  come  to 
move  on.  be  says.  AirTouch 
was  an  early  exponent  of 
motivating  all  employees 
with  the  chance  to  make  big 
gains  by  holding  the  compa- 
ny's stock.  *T  don’t  thtwfr 
[this  practice]  is  very  com- 
mon in  the  UK."  says  Mr 
Ginn,  while  Vodafone  Is 
Itself  only  "just  beginning”. 

Part  of  this  seems  to 
reflect  the  chasm  in  corpo- 
rate governance  that  has  tra- 
ditionally existed  between 
the  US  and  UK. 

As  the  chairman  and  chief 
executive  of  a large  com- 
pany. Mr  Ginn  says  he  has 
been  concerned  mainly  with 
setting  strategy.  The  British 
practice  of  a chief  executive 
acting  like  a managing  direc- 
tor is  alien,  to  him. 

That  makes  the  roie  non- 
executive chairman  - the 
position  he  will  take  in  the 
new  company  - equally 


British  culture  where  irony 
and  self-deprecation  play  a 
large  part 

All  of  this  helps  to  explain 
why  a merger  with  Vodafone 
- long  viewed  in  the  indus- 
try as  a strong  likelihood  - 
nearly  didn't  happen.  Last 
summer,  the  two  companies 
talked  about  a combination, 
but  drifted  apart  after  failing 
to  agree  on  price  and  how  to 
run  the  new  group. 

Mr  Ginn  says  that  having 
failed  to  pull  off  one  of  his 
two  strategic  objectives  - 
going  global  - he  then 
turned  to  his  second:  devel- 
oping a national  presence  in 
the  US.  This  brought  the 
company  close  to  a combina- 
tion with  Bell  Atlantic, 
something  he  describes  as  a 
pure  disposal  of  the  com- 
pany, rather  than  a merger, 
before  Vodafone  returned  to 
the  fray. 

In  the  end,  the  British 
company  came  up  with  a 
much  higher  offer  - not 
enough,  apparently,  to  meet 
Mr  Ginn's  own  view  of  his 
company's  worth,  but  then 
he  says  that  Chris  Gent, 
head  of  Vodafone,  “probably 
isn't  happy  with  how  much 


years  creating  at  AirTouch.  he  had  to  pay.  either”. 


If.  at  62.  Mr  Ginn  seems  a 
little  reluctant  to  hand  over 
control,  it  is  hardly  surpris- 
ing. A pioneer  from  the  early 
days  of  the  mobile  tele- 
phone, he  faced  down  con- 
siderable scepticism  to  get 
this  far.  And  he  clearly 
views  AirTouch  as  the  mani- 
festation of  his  own  theories 
about  corporate  behaviour. 

It  was  the  chance  to  start 
a company  from  a blank 
sheet  of  paper  that  drew  Him 
into  wireless  telephony  in 
the  early  1980s.  even  more 
than  the  business  opportu- 
nity that  was  opening  up,  Mr 
Ginn  says.  He  describes  him- 
self as  "someone  who  has 
been  interested  in  manage- 
ment, in  what  it  is  that  moti- 
vates people  to  perform". 

Ail  of  this  makes  him  part 


Selling  AirTouch 
has  brought  Ginn 
stock  and  options 
worth  more 
than  $220m 


alien.  And  he  has  already 
accepted  that  the  motiva- 
tional techniques  that  have 
served  him  well  in  the  US  - 
encouraging  people  to  see 
the  company's  “vision,  val- 
ues and  goals  clearly”  * will 
not  translate  easily  into  a 


And  Vodafone  made 
enough  concessions  in  how 
the  new  company  would  be 
run  to  convince  Mr  Ginn 
that  his  creation  would  not 
be  wrecked.  Board  seats 
were  split  evenly  between 
the  two  companies.  “They 
said  they  understood  the  dif- 
ferent philosophies  on  pay  in 
the  UK  and  the  US,”  he  says. 

Certainly.  Mr  Ginn's  own 
remuneration  will  seem  for- 
eign to  many  UK  sharehold- 
ers. Selling  AirTouch  has 
brought  him  a considerable 
windfall:  his  stock  and 
options  are  worth  more  than 
1220m. 

How  does  he  justify  such 


wealth?  "The  whole  issue 
depends  on  where  you  are 
coming  from  philosophi- 
cally,” be  says. 

The  level  of  pay  is  valid  “if 
you  have  a vision,  and  can 
implement  that  vision  and 
make  shareholders  wealthy,” 


Essential  Guide  to  Sam  Ginn 


of  a rare  breed  in  US  tele- 
phony. Like  many  others,  he 
spent  much  of  his  career  in 
the  sprawling  bureaucracy 
of  the  Bell  system  before  the 
break-up  of  the  old  AT&T  in 
1984.  But  bis  slightly 
reserved  demeanour  and 
considered  way  of  weighing 
questions  before  offering  a 
response  disguises  an  entre- 
preneurial drive  and  vision 
that  few  of  his  peers  dis- 
played. 

All  of  this  may  explain 
why  Mr  Ginn  now  exhibits  a 
healthy  wariness  about  what 
be  bas  just  done.  Merging 
two  companies  on  different 
continents  “is  a real  risk”, 
he  says. 

Vodafone's  S62bn  offer  bas 
turned  more  AirTouch 


The  first  big  gamble:  AT&T  had  Tittle 
Interest  in  the  Sacramento  and  Los  Angeles 
wireless  networks  that  Ginn  had  created,  the 
first  in  the  US.  He  recalls  a senior  AT&T 
executive  telling  him,  at  around  the  time  of 
the  forced  break-up  of  the  company  in 
1984,  that  Ma  Bel!  believed  there  was  little 
future  in  the  business.  Ginn  disagreed:  the 
1984  Los  Angeles  Olympics  provided  the 
first  evidence  of  the  potential  demand  for 
wireless,  he  says.  “It  was  my  belief  that 
people  had  an  insatiable  need  to 
communicate,  and  they  had  been  denied  it 
while  on  the  move.” 

The  second  big  gamble:  Ginn’s  decision  to 
quit  as  chief  executive  of  Pacific  TeJesis  - 
the  local  earner  whose  cellular  operations 
were  spun  off  and  renamed  AirTouch  in 
1994  - did  not  seem  an  obvious  career 
move.  “People  were  saying,  why  would  he 
do  that?”  Ginn  recalls.  There  have  been 
complaints  that  Californians  were 


short-changed  when  the  fast-growing, 
unregulated  wireless  business  broke  away  . 
from  the  regulated  local  carrier,  afl owing 
Ginn  and  others  to  profit  enormously.  But 
extensive  regulatory  hearings  in  California 
examined  all  these  issues,  says  David 
Roddy  at  Deto'rtte  & Touche.  "Everyone  was 
very  aware  of  what  was  going  on.” 

A vision  of  the  future:  The  distinction 
between  wireless  telephony  and  traditional 
wireline  calls  will  soon  be  obsolete.  "People 
want  a service,  not  a technology,”  and  the 
cost  of  wireless  calls  and  quality  of  service 
will  soon  be  low  enough  to  compete 
head-on  with  wireline. 

The  European  investments  of  AirTouch 
and  Vodafone  will  be  turned  into  “a 
pan-European  network  in  the  next  few 
years'.  He  says  that  when  the  old  AT&T  was 
being  broken  up  in  1964.  Sacramento  and 
Los  Angeles  had  the  only  mobile  systems  in 
operation  In  the  US. 


be  says.  “I  have  not  had  one 
complaint  from  a major 
shareholder.” 

Mr  Ginn  certainly  draws 
admiration  from  peers  for 
his  successes  at  AirTouch. 
"He’s  done  very  well,"  says 
Dan  Hesse,  head  of  AT&Ts 
wireless  business.  "He  had  a 
view  and  he  stuck  to  it” 

Other  early  backers  of 
wireless  telephony  have  also 
made  big  fortunes,  adds 
David  Buddy,  telecom  econo- 
mist at  Deloitte  & Touche. 
"The  people  who  have  kept 
the  vision  alive  have  done 
very  well  out  of  it” 

. Indeed,  It  is  only  very 
recently  that  Mr  Ginn’s  bet 
has  paid  off.  After  Its  stock 
market  listing  in  1994,  Air- 
Touch’s  share  price  lan- 
guished. At  the  time,  the  US 
company  was  busy  baying 
up  minority  stakes  in  Euro- 
pean wireless  companies  - 
investments  that  are  now 
worth  far  more  than  its 
more  developed  domestic 
operations. 

This  was  sot  a fashionable 
strategy  at  the  time.  “The 
[national]  European  carriers 
really  didn’t  see  it  as  their 


role  to  compete  in  someone 
else’s  market.”  he  says. 
"They  began  to  wake  up  in 
the  mid-1990s."  By  then, 
companies  like  Vodafone 
and  AirTtoucb  had  secured  a 
continent-wide  footprint 

Wall  Street  didn't  wake  up 
until  very  recently:  two 
years  ago,  Air-Touch's  stock 
was  worth  less  than  a third 
of  the  final  buy-out  price. 
"American  investors  can  be 
very  American-centric,"  just 
as  Europeans  can  be  euro- 
centric, says  Mr  Utrm 

Concerned,  he  turned  to 
two  other  San  Francisco- 
based  entrepreneurs  on  his 
board  for  advice  about  what 
to  do  about  bis  lagging  share 
price:  Charles  Schwab,  chair- 
man of  the  most  successful 
discount  stockbroker,  and 
Don  Fisher,  who  created 
Gap. 

Their  advice:  don't  be 
swayed  by  stock  market 
fashion,  “They  said  keep 
ranting  value,  and  the  mar- 
ket will  take  care'  of  Itself." 
says  Mr  Ginn.  A big  windfall 
for  AirTouch's  Shareholders 

— including  Mr  Ginn  himself 

- is  the  result 


BUSINESS  TRAVEL  BUDAPEST 


State  of  the  Art  Nouveau  hotels 


Investment  in  rooms  with  a view  reflect  the  city’s  development,  writes  Roger  Bray 


Wj  Location  being  the 
sine  qua  mm  of  hotel 
* 3 development,  it  was 

inevitable  that  the  saga  of 
The  Gresham  would  run  and 
run.  It  faces  the  Danube  at 
one  end  of  Budapest's  Chain 
Bridge  and,  from  its  win- 
dows. you  can  look  across  to 
the  Fishermen's  Bastion  on 
Castle  HilL 

Its  crumbling  facade  is  an 
ornate  specimen  of  Secession 
architecture,  Hungary's  ver- 
sion of  Art  Nouveau.  There 
are  covered  carriageways, 
into  which  taxis  could  sweep 
through  great  gates  of 
wrought  iron,  fashioned  into 
images  of  peacocks.  The 
main  door  is  of  marble,  the 
central  courtyard  covered  by 


a handsome  dome  of  partly 
shattered  glass. 

It  opened  in  1905  as  the 
headquarters  of  a British 
insurance  company.  Under 
the  Communists  it  became 
an  apartment  block.  Now 
part  of  the  building  houses  a 
casino. 

Internationa]  hotel  compa- 
nies have  been  eyeing  it  for 
a decade  or  so.  At  last,  one 
of  them  has  bitten  the  bnlleL 
The  Toronto-based  Four  Sea- 
sons group  has  signed  a deal 
with  a consortium  of  inves- 
tors to  convert  the  building 
into  a five-star  hotel  with 
155  rooms,  scheduled  to  open 
in  2001. 

Some  will  see  it  as 


Hoorn  occupancy  in  Buda- 
pest fell  last  year  from  69.6 
per  cent  to  812  per  cent  and 
there  was  a sharp  fall  in  the 
number  of  guests  paying 
full-room  rates.  There  are 
signs  of  economic  caution  In . 
the  city:  tbe  building  of  a 
new  national  theatre  and  an 
additional  underground 
train  line  have  been  put  on 
ice. 

But  with  Hungary's  econ- 
omy in  relatively  good  shape 
by  regional  standards,  there 
are  signs  of  continuing  opti- 


mism. A significant  expan- 
sion to  the  airport  was 
recently  completed:  Termi- 
nal Two  has  been  revamped, 
with  more'  air  bridges  to 
avoid  bussing  passengers  to 
and  from  aircraft  The  exten- 
sion., which  has  increased 
tbe  building's  passenger 
capacity  from  2m  to  5.5m  a 
year,  has  allowed  scheduled 
airlines  to  abandon  the  age- 
ing Terminal  One. 

it  is  hoped  this  will 
encourage  US  airlines  to. 
launch  stand-alone  flights  to 


Budapest  Malev  and  Delta 
offer  non-stop  code-share 
frights  to  and  from  New 
York,  but  most  transatlantic 
passengers  must  travel  via 
other  Enropeaacrties. 

The  main  conference  and 
exhibition  centre,  which 
handles  mostly  domestic 
events,  is  to  be  expanded.  An 
extra  floor  is  to  be  built  that 
should  allow  ft  to  compete 
with  hotels  for  medium-sized 
meetings  of  600-800  dele- 


A f&U  refurbishment  is 
taking  place  at  the  four-star 
Hotel  Gellert,  another  Art 


an 


expensive  statement  of  faith. 


Taste  of  the  capital 


Hungary  for  news:  street  scenes  in  Budapest 

Photographs:  Branistev  Radovic 


Hotels:  Five-star  hotels:  Kempfaski  (00 36  1 
266  IDOp),  Atrium  Hyatt  (266  1234),  Marriott 
(266  7000),  Inter-Continental  (327  6333), 
Hilton  (in  Buda)  (Z14  3000).  Corinthia 
Aquincum  (436  4100)  and  Millennium  Court 
(266  7000);  four-star  properties  Include 
Radisson  SAS  Beke  (301  1600),  Gellert  (385 
2200)  and  Astoria  Szalloda  (31 7 341 1). 
Tams:  Named  films  recommended  by  locals 
Include  City  Taxi,  Fo  Taxi  and  Teletaxi.  Most 
city  centre  journeys  should  cost  no  more 
than  Ft  100.  Allow  up  to  about  Ft4,00Q 
between  town  centre  and  airport. 
Restaurants  and  bars:  International  eateries 
include  two  with  long  pedigrees.  Gundei, 
whose  menu  Indudes,  for  example,  a 


tour-course  meal  wfth  wines  from  its  own 
vineyards  for  R12.000,  is  owned  by  ' 
American  partners.  Karpatia  (allow  Ft6,000 
-FttO.QOO  with  a modestly  priced  wine)  has 
been  bought  by  Akos  Nikolai,  who  once  ran 
the  Hayman  Island  Resort  on  the  Great 
Barrier  Reef.  Also  recommended  is 
Orestanos  Kuthoz  (Lion  Fountain  Restaurant} 
at  Gertoeaud  (about  FtS.OOG-Fta.OOO), 
arguably  foe  top  cafe  tor  coffee  and  cakes. 
At  Belcanto,  you  can  eat,  or  drink,  and  listen 
to  singers  from  foe  opera  across  the  road. 
Shopping:  Vad  Utca,  near  most  of  the  top 
hotels,  is  foe  smartest  shopping  street 
Castle  Hill  has  antique  shops.  The  Central 
Market  is  great  tor  goodies,  such  as  paprika. 


Nouveau  monument  that  is 
part  of  the  UK-owned  Danub- 
ius 

Rooms  will  be  upgraded, 
reduced  to  number  and  fib 
ted  with  equipment  such  as 
Interactive  televisions  so 
that  guests  can  see  their 
bills  send  messages  to 
reception.  The  hotel  is  also 
making  a posh  for  confer- 
ence business. 

Budapest’s  potential  for 
growth  recently  received  a 
vote  of  confidence  when  the 
Marriott  hotel  chain  opened 
the  Mfllemihnh  Court,  a lux- 
ury apartment  complex  for 
longftay  visitors. 

The  development  incorpo- 
rates a shopping  mall  that  is, 
as  yet,  only  partly  occupied 
by  retailers.  Apartments 
have  ISDN  lines.  There  is  a 
health  dub  but  no  restau- 
rant — though  a grocery  ser- 
vice is  provided  and  guests 
get  20  per  cent  discounts  at 
the  company's  hotel  nearby.. 
And  while  car  theft  is  proba- 
bly no  worse  than  in,  most 
European  cities,  there  is  a 
secure  garage. 

Crime  is  something  locals 
tend  to  blame  on  outsiders, 
including  Ukrainians.  The 
city’s  authorities  claim  to 
have  cracked  down  on  over- 
charging in  restaurants, 
which  was  sometimes' 
accompanied  by  threats  of 
violence.  But  travellers 
should  be  aware  of  bag- 
snatchers,  pickpockets  and 
bogus  policemen. 

Rogue  taxi  drivers  also 
remain  a problem.  Daring  a 
recent  visit,  one  driver 
attempted  to  charge  me 
nearly  double  the  usual  fare 
for  the  route  I bad  taken 
Visitors  are  advised  to  stick 
to  cabs  bearing  logos  of 
known  firms. 
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False  dawn 


of  American 


A . resolutely  upbeat 
book  that  claims 
women  are  poised 
to  dominate  the  US 
is  premature 


The.  sun  is  rising  and  the  sky 
is  mange.  Silhouetted 
against  it  is  a woman  with 
big  shoulders,  spiked  heels 
and  a briefcase.  This  is  the 
cover  of  Potvercfticks,  a new 
book  abbnt  women  to  the 
US. 

Unlike  most  books  about 
women  and  power  this  one  is 
resolutely  upbeat  It  is  also 
written  by  a mama  white. 
Southern,  middle-aged  man 
by  tbe  name  of  Matt  Towery. 
The  subtitle  - Bore  Women 
WUl  Dominate  America  - 
gives  you-a  clue  to  what  the 
book  is  about.  Vet  the  real 
story  from  the  US  cm  the 
subject  of  women  is  the 
reverse  of  Mr  Towety's. 

. In  big  business  the  , 
“powerchicks”  are  not 
advancing;  at  least  they  are 
not  advancing  in  the  way 
everyone  predicted  10  years 
ago.  Then,  we  all  argued 
that  it  was  just  & matter  of 
time  before  the  new 
generation  of  smart,  • 
ambitious  women  managers 
would  damber  their  way  to 
the  top  of  the  biggest - 
companies.  But,  according  to 
research  by  academics  at  foe 
Kelly  School  of  Business,  the 
number  of  women  with 
executive  positions  in  US 
boardrooms  is  lower  now 
than  it  was  10  years  ago.  In 
1987  there  were  11  female 
directors  at  Fortune  500 
companies,  but  by  1997  there 
were  just  eight  The  number 
of  women  chief  executives 
was  two  in  1987  and  was  still 
two  10  years  later. 

Powerchicks  to  corporate 
America  evidently  need 
help.  And.  fortunately,  help 
is  at  hand  at  foe  back  of  Mr 
Towery's  book,  where  he 
offers  10  “powerpoints”  for 
women  on  the  make. 
PowerPoint  1 is  to  be  proud 
to  be  a women.  (This  strikes 
me  as  a uniquely  American 
idea;  it  no  more  occurs  to  me 
as  a Brit  to  be  proud  of  being 
a woman  than  it  does  to  be 
proud  of  being,  say,  5ft  4ms 
or  of  having  brown  hair.) 
Powerpoints  2 to  10  include 
being  decisive,  being  a team 
player,  being  flexible  and 
creative,  communicating 
well,  taking  risks  and  having 
a mission. 

Thinking  about  these  I 
find  I know  lots  of  perfect 
powerchicks.  The  trouble  is, 
more  than  half  of  them  are 
men.  In  any  case,  none  of 
these  points  captures,  for 
me,  the  essence  of  the 
powerchick,  which  is  surely 
a delightful  concept  and  a 
useful  addition  to  the 
language. 

Better  Is  the  account  given 
by  Mr  Towery  of  asking  a 
successful  women  whether 
she  objects  to  being  referred 
to  as  a powerchick.  "Hell, 
no!”  she  screams.  Thafs 
more  like  it 


l got  up  at  dawn  one  day  last 
week  to  have  breakfast  with 
three  senior  consultants 


from  McKinsey-  Tlier  ttimed 
out  to  be  pleasant,  smiling 
chaps  with  neat  hairdos  and 
nine  university  degrees 
between  them.  While  1 sat 
there  chewing  on  a piece  of 
toast,  I worked  out  that  tbe 
cost  of  this  meal  was  higher 
»hi«n  any  I was  likely  to  eat 
again  in  my  life:  assuming 
they  each  rent  themselves 
out  for  around  £300  an  hour, 
the  total  came  to  about 
£1,500.  But  this  was  not 
money  wasted;  indeed 
during  that  time  I came  to 
rethink  some- of  my  most 
cherished  prejudices  about 
management  consultants. 

Take  foe  matter  of  shirts.  1 
thought  that  hot-shot 
consultants  only  wore  white 
shirts  with  double  cuffs. 
Imagine  my  surprise  when 
one  of  these  follows  was 
actually  in  a blue  shirt  and 
his  colleague,  although  in  a 
white  shirt,  was  not  wearing 
a collar.  Then  consider  the 
ties.  One  was  not  wearing  a 
tie  and  foe  others  were  in 
“witty”  ones  with  hearts  and 
elephants  on  them.  What  is 
going  on?  Is  McKinsey 
dressing  down,  or  was  this  a 
special  casual  wardrobe  for 
meeting  the  Financial 
Times?  Neither  alternative 
appeals. 

The  other  revelation  was 
about  tbe  supposed 
unpopularity  of  consultants. 

I thought  the  rank  and  file 
in  a company  had  collective 
apoplexy  the  minute  they 
discovered  McKinsey  had 
been  called  in.  Either  it 
meant  redundancies  or  it 
proved  the  management  had 
run  out  of  ideas. 

But,  according  to  my 
breakfast  companions,  this 
is  not  the  case.  In  fact, 
humble  employees  enjoy 
having  foe  nice  chaps  from 
McKinsey  in  so  much  that 
when  the  consultants  finally 
pads  their  bags  and  call  it  a 
day  (or  a year,  or  two,  or 
whatever)  the  employees 
plead  with  their  managers  to 
let  them  stay  on. 

I know  this  Is  true  because 
the  consultants  themselves 
told  me  that  one  of 
McKinsey 's  core  values  is 
Never  Lie.  Yet  it  still  seems  a 
little,  well  surprising.  The 
consultants  explain  this 
phenomenon  by  saying  that 
being  gone  over  by 
McKinsey  is  "a  special 
experience”  and  that  "a  lot 
of  energy  gets  released”. 

But  I wonder  if  foe  real 
reason  is  not  more  basic 
than  that.  If  you  go  a couple 
of  levels  down,  in  a company 
people  are  used  to  bring 
ignored.  What  a delight, 
then,  to  have  a team  of 
consultants  asking  you 
questions  and  writing  down 
your  answers. 

This  suggests  to  me  a 
glaring  market  opportunity. 
Surely  the  same  effect  could 
be  achieved  by  a team  of 
listeners  (retired  primary 
school  teachers,  counsellors 
etc)  who  could  also  lavish 
attention  on  employees  and  - 
charge  rather  less  than 
£150,000  a month  for  tbe  • • 
service.  There  Is  another 
solution.  The  managers  ' 
could  listen  to  staff.  But 
even  as  I write  that  I retract 
it  Too  radical  by  far. 
hap.keii1na2y@jPT.com 
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• INSIDE  TRACK 

BUSINESS  EDUCATION  TEACHING  LEADERSHIP 


MIMUI.! 


Need  for  a head  start 


Should  Sandhurst 
be  the  model? 
Simon  Targett  on 
plans  for  a college 
for  school  leaders 

«Tony  Blair,  the . 
British  prime  minis- 
ter, knows  a good 
school  when  he  sees  one. 
“As  soon  as  yon  meet  the 
headteacher”  he  once  saj<L 
“you  can  tell  what  kind  of 
school  it’s  going  to  be." 

But  does  he,  and  his  gov- 
ernment, know  how  to  turn 
today’s  classroom  staff  into 
the  school  leaders  of  tomor- 
row? This  Is  the  Herculean 
task  facing  Mr  Blair  and  his 
advisers  as  they  draw  up 
plans  for  the  first  National 
College  for  School  Leader- 
ship. 

There,  can  be  no  question 
that  the  college,  to  be 
launched  in  September  2000, 
is  necessary.  As  Mr  Blair 
notes  “Our  best  heads  are 
superb,  but  we  need  more  of 
them." 

Schools  are  suffering  a 
shortage  of  good  applicants 
for  headships.  A survey  con- 
ducted by  Education  Data 
Services  found  that  43  per 
cent  of  advertised  headship 
posts  in  London  had  to  be 
re-advertised. 

It  is  also  (dear  that  too 
many  duff  headteachers 
have  slipped  through  the 
net  This  month  Chris  Wood- 
head,  the  chief  inspector  of 
schools,  reported  that  there 
were  2,800  "incompetent” 
headteachers  running 
English  state  schools.  One  in 
eight  primary  schools  and 
one  in  seven  secondary 
schools  were  deemed  to  suf- 
fer from  weak  educational 
leadership. 

Without  a good  head- 
teacher, a school's  perfor- 
mance can.  plummet.  Mr 
Blair  says  heads  make  "the 
critical  difference  between 
success  and  failure”. 

To  remedy  the  situation,  a 
new  pay  scale,  allowing  sec- 
ondary school  heads'  to  earn' 
up  to  £70.000,  was  approved 
this  month  precisely  to  make 
headship  a more  attractive 
option  for  gifted  classroom 
teachers. 

This  followed  measures  to 
boost  the  public  profile  , of 
the  teaching  profession  - 
including  an  advertising 
campaign  under  the  slogan 
"No  one  forgets  a good 
teacher"  and  the  introduc- 
tion of  knighthoods  for  head- 
teachers. 

Yet  for  all  this  the  rise  of 
the  next  generation  of  head- ' 
teachers  is  still  left  too  much 
to  chance. 

As  Mr  Blair  has  admitted: 
“Top  businesses  invest 
heavily  in  training  their  - 
high-flyers  and  senior  man- 
agers, but  when  it  comes  to 
headteachers,  whose  jobs  are 
at  least  as  denmndfag,  we  do 
far  less.” 

The  government  plans  to 
spend  £100m  over  three 
years  on  training-  head- 
teachers. Much  of  this  will 
be  targeted  on  the  National 
Professional  Qualification 
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for  Headship  which,  when  it 
becomes  mandatory  for 
aspiring  headteachers  in 
2002,  will  provide,  a threshold 
for  the  top  job  in  a school. 

But  it  is  not  held  in  high 
esteem  by  the  best  head- 
teachers. Sir  Bob  Salisbury, 
one  of  the  new  band  of 
so-called  “super  heads*,  who 
runs  Garibaldi  School  in 

Mansfield,  Nottinghamshire, 
says  the  NPQH  confers  only 
“low  level  management 
striTIs”. 

This  is  why  he,  and  others, 
have  been  calling  far  a col- 
lege that  shapes  not  just 


from  the  school  classroom 
on  civvy  street,  but  Sand- 
hurst’s leadership  course  is 
regarded  as  one  of  the  best 
of  its  kind  in  tbe  world. 

John  Howson,  a former 
government  adviser,  thinks 
headteachers  can  learn  from 
military  leaders:  their  profes- 
sionalism and  their  kitbag  of 
techniques  such  as  “leader- 
ship by  walkabout”  - a 
favourite  of  Field  Marshal 
Montgomery,  the  second 
world  war  hero. 

An  alternative  is  Brams- 
MU,  the  police’s  staff  college, 
according  to  Alan  Smi  there. 


the  chief  inspector  of  schools 
reported  that  there  were  2,800 
‘incompetent*  headteachers 


educational  managers  but 
educational  leaders. 

The  question-  is,  what 
should  such  a college  look 
like? 

In  its  green  paper,  Teach- 
ers: meeting  the  challenge  of 
change,  which  is  under  con- 
sultation until  next  month, 
the  government  says  it  will 
have  nom  for  start-ip  costs, 
"a  prestigious  sti?  commen- 
surate with  its  fajportaace”, 
the  highest  qusffllyTT  %eQi- 
ties,  and  a “virtual  pnsseBce” 
on  the  emergipg.^tibonal 
grid  for  learning'  r“ 

Beyond  that,  it  is  vague 
about  what  it  wants  the  col- 
lege to  look  like  - so  much 
so  that  it  is  looking  for  inspi- 
ration from  Sandhurst,  the 
royal  military  college,  which 
ha«  trained  aspiring  generals 
for  nearly  200  years. 

It  may  seem  a . long  way 


director  of  Liverpool  Univer- 
sity's Centre  for  Education 
and  Employment  Research. 

“All  senior  police  officers 
have  to  work  their  way  up 
through  the  ranks,  just  like 
headteachers,"  he  says,  “and 
Bramshill  - a fine  old  house 
- Is  an  ideal  place  for  receiv- 
ing the  knowledge  and  ethos 
for  being  a chief  constable.” 
There  is,  however,  one 
main  problem  in  simply 
replicating  the  training  acad- 
emies for  the  army  and  the 
police,  as  Professor  Suritbos 
readily  points  out  there  are 
about  50  generals  and  -50 
chief  constables,  but  around 
25.000- headteachers.  ;* 

There  is  another  problem. 
As  John  Bonington,  director 
of  Warwick  University  Busi- 
ness-School's. Centre  for 
Local  Government,  freptaWu;, 
the  ‘'uniformed  services 


operate  a command  and  con- 
trol system"  that  Is'  “cru- 
cially different*  to  the  colle- 
gial system  in  schools. 

He  would  prefer  a staff  col- 
lege with  strong  links  to  an 
academic  community. 

The  Harvard  Principals’ 
Centre,  rooted  in  the  univer- 
sity's graduate  school  of  edu- 
cation. fits  the  bill,  but  has 
been  dismissed  by  govern- 
ment advisers  as  “too  expen- 
sive aiid  too  elitist”. 

Professor  Benington 
thinks  the  college  could  be 
linked  to  a business  school, 
and  he  is  developing  a pro- 
posal in  partnership  with 
Warwick's  Institute  of  Edit 
cation.  This  would  not  he 
insists,  be  “about  transport- 
ing private  sector  thinking 
and  imposing  it  on  the  pub- 
lic sector”,  hut  about  estab- 
lishing “an  intimate 
exchange  between  academics 
and  practitioners”. 

Headteachers  - serving 
and  aspiring  - would  visit 
the  college  for  short  sabbati-  , 
cals.  It  must  not,  he  says,  j 
“siphon  off  the  school  elite”  | 
from  the  hard  task  of  raising 
academic  standards. 

The  college  would  he 
rooted  in  the  real  world  and 
could  provide  a tailor-made 
leadership  qualification. 

Next  week,  Warwick  is 
unveiling  tbe  UK’s  first  Mas- 
ter of  Public  Administration 
course  - an  MBA  for  public 
sector  executives.  Govern- 
ment ministers,  who  will 
shortly  publish  the  college's 
prospectus,  are  interested  in 
Warwick’s  proposals,  and  it 
may  be  .that  the  MPA  will 
become  as  much  de  rigeur 
for  headteachers  as  the  MBA 
is  for  company  chief  execu- 
tives. 


NEWS  FROM  CAMPUS 


Darden  to  host 
global  leadership 
gathering 

Unicon,  the  International 
Consortium  for  Executive 
Education,  wM  be  holding  its 
annual  conference  at  the 
Darden  school  at  the 
University  of  Virginia  from 
April  6 to  9. 

The  conference  will  look  at 
global  leadership,  and 
keynote  speakers  win 


Include  Michael  Beer  from 
Harvard,  James  Dowd  from 
(MD  and.  Alexander 
Homiman  from  Darden. 
Unicon  conference:  http:// 
adndn.dBrden.edu/unicon 

Career-break 
free  return 

Women  managers  who  have 
taken  a career  break,  often 
to  rase  children,  are  now 
getting  free  courses  to  help 
them  return  to  management 


BUSINESS  EDUCATION 


UNIVERSITY  OF 

CAMBRIDGE 

Xbejn%etanaxea£ 
Management  Sadies 


SjMiuwiilenlfiirpraiamail 


The  Women  Into 
.Management  course  is 
part-funded  by  the  European 
Social  Fund  and  is  taking 
place  at  universities 'm 
Spain,  Austria,  Italy, 

Germany  and  the  UK.  The 

three  participating 
universities  in  the  UK  are 
Liverpool,  Lincolnshire  and 
Humberside  and 
Westminster,  which  begins 
Its  ISrweek  programme  on 
March  2. 

University  of  Westminster. 
UK,  171  911 5121 
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Tomorrow,  February  23,  wffl 
seeiSQ  venues  around  the 
UKrhdst-aJive  sateffie 
debate  about  business. 
LondonBuaness  SchooTs 
Innovation  Exchange  wffl  be 
one  of  the  three  venues  &i 
London.1* 

The  debate  Is  being 
organised  by  the 
Department  of  Trade  and 
Industry  and  te  cafed  2010: 
A Business  Odyssey. 
Delegates  wffl  be  able  to  : 
question  speakers,  such  as 
Malcolm  Blinded,  Shell  UK 
country  chairman,  and  . . 
Jonathan  Porritt, 
environmental  guru,  over  the 
network.  - 

• Next  month  London 
Business  School  wffl  begin 
Ks.2Bth  series  of  Stockton 
Lectures,  a lecture  series 
organised  around  one 

specific  theme.  This  year  the 
theme  wffl  be  prospects  for 
progress  in  the  new 
mtilennlum. 

The  first  lecture  wffl  be 


given  on  March  4 by  Lord 
Currie  of  Maryiebone,  also 
known  as  David  Currie, 
professor  of  economics  at 
LBS.  He  will  be  followed  by 
Romano  Prodi,  former  prime 
minister  of  Italy  (April  29) 
tend  Peter  Sutherland, 
chairman  of  Goldman  Sachs 
(June  10). 
LBS.-wwwJbsJtCMk 

Diageo  merger 
masterclass 

At  Manchester  Business 
School  this  Wednesday 
(February  24)  Tony  -Greener, 
chairman  and  chief 
executive  of  food  group 
Diageo,  win  discuss  the 
issues  behind  toe  merger  of 
Guinness  and  Gkand 
Metropolitan  to  form  Diageo. 

The  lecture  is  part  of 
MBS's  Vital  Topics  series  of 
business  events. 

Manchester  BS: 
wwwjnb&aouk 

Theseus  hires 
from  Red  Cross 

Theseus,  the  business 
school  on  the  French 
Riviera,  has  appointed  its 
latest  core  faculty  member: 
'.the  information  systems 
director  from  toe 
International  Federation  of 
toe  Red  Cross  In  Harare, 
Zimbabwe-  Linda  Stoddart,  a 
knowledge  management 
specialist,  will  be  in  charge 

of  Theseus’s  network  and 
information  centre  as  well  as 
teaching  on  toe  MBA 
programme. 

Theseus:  www.theseus.fr 


INSEAD 


ISDA 


One  option  that’s  too  good  to  miss! 

The  INSEAD-ISDA 

Swaps  and  Derivatives  Programme 

2-14  May  1999  • 30  April  - 12  May  2000 


"Comprehensive  , to  the  point 
end  relevant.  Up-to-date. 
Incorporated  paw  Market  tech- 
nkjues/pncticesf  developments. 
MM  structured?* 

“Complete  overview  of  deriva- 
tive Instruments.  MM  balanced 
mbc  of  theoretical  and  practical 
topics.” 

"excellent  faculty  and  good 
participants  from  various  presti- 
jpousthancial  Institutions." 


The  INSEAD-ISDA  Swaps  and  Derivatives  Programme  is  a two- 
week  hands-on  programme  designed  specifically  Tor  professionals  who 
already  have  a sound  basic  understanding  of  derivatives. 

The  programme  benefits  from  over  twenty  years  of  fundamental  and 
applied  research  on  international  financial  markets,  with  a particular 
emphasis  on  derivative  instruments. 

Led  by  an  international  faculty  team,  the  programme  will  guide  partici- 
pants through  financial  risk  management  in  general,  and  derivative 
instruments  in  particular. 

Among  the  major  banks  that  have  sent  participants  over  the  last  two 
years  are  ABN  AMRO,  Bank  for  International  Settlements,  Barclays  de 
Zoete  Wedd,  Credit  Suisse,  Deutsche  Bank,  Dresdner  Kleinwort  Benson 
Securities,  Industrial  Bank  of  Japan,  Swiss  Bank  Corp,  Union  de  Banques 
Suisses,  Westpac  Banking  Corp. 

Professor  Pierre  Hillion,  the  Programme  Director,  has  published  in 
many  academic  journals  and  is  the  Associate  Editor  of  the  Journal  of 
Empirical  Finance  and  the  Journal  tf  Financial  Markets. 

Oar  campus  is  in  beautiful  surroundings  on  the  edge  of  the  Fontainebleau  forest, 
60  km  south  of  Paris. 


For  an  application  form  and  brochure,  please  mail  or  fax  this  coupon  to  Catherine  Whelan,  Assistant 
Programme  Manager,  INSEAD,  Boulevard  de  Constance,  77305  Fontainebleau,  Cedex,  France, 
lei  33  (0)1  60  72  44  87,  frx  33  (0)1  60  74  55  00/01 , e-mail  catherine.whdan@imead.fr 
http://wwwimead.fr 

Please  reserve  a place  on  The  INSEAD-ISDA  Swaps  and  Derivatives  Programme  Ql999  Q2000 
□ Please  send  me  a brochure  on  The  INSEAD-ISDA  Swaps  and  Derivatives  Programme 

Name  Mr/Ms/Dr .Job^ Title 

Company  name — 

Company  address 


Port  code Country. 


We  are  the  CITY 


1 Robert  Dick,  a highly  experienced  executive 
educator,  whose  award-winning  case  study  earned 
him  the  .top  European  Foundation  for  Management 
Devdopment  prize  in  1995 

2 Sutfl  Sudarsanam,  author  of  the  bestselling  The 
Essence  of  Mergers  and  Acquisitions,  and  best  known 
for  Ms  work  on  corporate  restructuring  and  governance 

3 Raymond  Madden,  a known  innovator  in 
management  education  for  international  organisations 

4 Charles  Baden-Fuller,  Professor  of  Strategy, 
adviser  to  top  management  teams  and  author  of 
the  groundbreaking  book.  Rejuvenating  the 
Mature  Business 

5 Axel  Sohne,  Vorsprung  durch  TedimY  could  be 
Axel's  byword,  since  his  expertise  lies  in  product 
innovation  and  marketing  in  industrial  and  financial 
services  firms 


/ .j::  Arc 

•:i  h.v;:s;  =<P^er 
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ror.-p'jrjv?.  Ai:  important,  if  you 
i - :op  o usury  ecu  cat' on. 

Check  out  what  we  have  to  offer. 

0l"  degree  portfolio  cci:  -.res',  rv.-or-r-.'-^u: 
f-jj-y  =cci  edited  :;  :reer  r ..nerciru  a ns  tiruere; 

A or  r.-.ut  IrAxr./r.iur.  V.',  V'.V 

it?  http://\w.'W. city.ac.uk/cubs/corsmain.htm 

n ester;  c'  executive  development.  i: 


h tt  p ://  wvv  w.  city.ac.uk/cubs/ed 


programme.  5u: 


.city.ac.uk/cubs/research 


Find  out  what  the  City  experts  really  have  to 
offer  to  advance  your  professional 
development. 

Citv  University  Business  School. 


University 


BUSINESS  SCHOOL 


The  U m - v e n e : i v - n ->  s u s • \ e . 


TECHNOLOGY  SMART  CARDS 


All-in-one  but  not  one-for-all 


Multi-application  cards  are  set  to  transform  the  market,  writes  George  Cole 


■RJ|With  its  embedded 
RM  microprocessor,  a 
■nfl  smart  card  is.  in 
effect,  a computer  the  size  of 
a credit  card.  And  like  all 
computers,  it  needs  an  oper- 
ating system. 

Until  recently,  these  oper- 
ating systems  have  been  pro- 
prietary, with  different  appli- 
cations running  under 
different  operating  systems. 
This  means  the  operating 
system  used  by,  say,  a smart 
phone  card,  will  be  different 
to  one  used  for  storing 
health  records.  There  are 
estimated  to  be  between  80 
and  100  proprietary  smart 
card  operating  systems  in 
use  worldwide. 

But  several  multi-applica- 
tion smart  card  operating 
systems  are  being  developed 
that  are  set  to  transform  the 
smart  card  market.  “Any 
industry  based  on  propri- 
etary operating  systems 
doesn't  make  a lot  of  sense," 
says  Michael  Keegan,  chief 
executive  of  Mondex  Interna- 
tional, a subsidiary  of 
MasterCard. 

Multi-application  smart 
cards  are  not  new.  But  the 
new  operating  systems 
promise  to  change  the  way 
this  type  of  card  is  produced. 


Traditionally,  a smart  card 
manufacturer  has  carried 
out  the  fabrication  process 
and  downloaded  the  smart 
card  application  and  operat- 
ing system  before  shipping 
the  card  to  the  issuer. 

Although  this  method 
offers  a one-stop  shop  for 
smart  card  production,  it 
also  means  that  if  the  issuer 
wants  to  add  or  remove  an 
application,  a new  smart 
card  has  to  be  made. 

But  multi-application  oper- 
ating systems  will  allow  sev- 
eral applications  to  be  placed 
on  a smart  card  at  any  time. 
“Application  developers 
need  not  issue  their  own 
canL.  but  could  piggy-back 
on  another  organisation's 
card,"  says  Duncan  Brown, 
head  of  research  at  Ovum 
(North  America),  a technol- 
ogy and  telecommunications 
research  company. 

"Applications  can  be 
downloaded  after  the  card 
has  been  issued  to  cardhold- 
ers. which  reduces  the  cost 
of  updates  and  of  adding 
new  functionality  to  the 
existing  card,"  he  says.  "The 
balance  of  power  has  shifted 
from  the  smart  card  manu- 
facturers to  smart  card 
developers.'’ 


“Imagine  a retailer  runs  a 
loyalty  programme  for  three 
months,"  says  Nick 
Habgood,  chief  executive  of 
Maosco,  a smart  card  consor- 
tium. "This  application 
could  be  loaded  on  to  a 
smart  card,  via  telephone  or 
the  internet,  and  be  removed 
from  the  card  at  the  end  of 
the  period." 

Another  benefit  is  the 
reduction  in  cost,  says  Mr 
Habgood.  “A  Mondex  (elec- 
tronic cash]  card  used  to 
cost  around  $7  to  $8  (£4-£5) 
to  produce  and  that's  just  for 
a single  application.  But  a 
multi-application  smart  card 
could  be  made  for  around  pL 
If  the  cost  is  spread  among 
several  smart  card  issuers, 
then  it  only  costs  you  $1  per 
user  to  issue  a smart  card." 

Several  multi-application 
technologies  are  jostling  for 
position  in  the  market  One 
is  JavaCard,  produced  by 
JavaSoft  a division  of  Sun 
Microsystems.  Java  is  a pro- 
gramming language  that 
allows  programs  to  run  on 
computers  using  different 
operating  systems,  and  Java- 
Card  employs  the  same  con- 
cept JavaCard  sits  between 
the  smart  card  application 
and  the  card's  operating  sys- 


tem, allowing  applications  to 
ran  under  different  hard- 
ware systems. 

JavaCard  is  supported  by 
several  companies,  including 
Visa,  Bull,  Toshiba  and 
Motorola,  and  Visa  has  run  a 
JavaCard  trial  in  Singapore. 
But  JavaCard  has  its  critics. 
"It  has  promised  more  than 
it  has  delivered."  says  Mr 


The  balance  of 
power  has  shifted 
from  smart  card 
manufacturers  to 
developers1 


Brown.  “It’s  a specification 
rather  than  an  operating  sys- 
tem and  manfffan. 

turers  have  interpreted  it  in 
different  ways.  This  means 
there's  no  guarantee  that 
applications  wQl  run  on  dif- 
ferent JavaCard  products." 

Another  problem  is  that 
applications  operating  under 
JavaCard  ran  more  slowly 
than  when  using  the  under- 
lying operating  system. 
JavaCard  also  requires  more 


powerful  smart  cards  than 
those  In  use  today.  Mr 
Brown  believes  It  will  be  a 
year  before  JavaCard 
becomes  a viable  smart  card 
system. 

A rival  approach  Is  Multos 
(multi-application  operating 
system).  This  has  been 
developed  by  Mondex,  which 
has  handed  over  the  stan- 
dard to  Maosco,  whose  mem- 
bers include  Gemplus, 
Hitachi,  Siemens-Nixdorf 
and  Motorola.  Moltos  offers 
a high  level  of  security.  This 
feature  is  important,  because 
card  issuers  need  to  be  confi- 
dent their  applications  can- 
not be  accessed  by  another 
party  sharing  the  same 
smart  card.  Multos*  powerful 
security  has  led  to  various 
financial  organisations  sup- 
porting the  standard,  includ- 
ing Europay,  American 
Express  and  MasterCard. 
This  year  Hitachi  and  Sie- 
mens shipped  the  first  com- 
mercial samples  of  Multos 
cards,  and  more  than  250 
application  developers  have 
taken  a Multos  licence. 

Last  October,  however, 
Microsoft  announced  its 
Smart  Card  for  Windows 
operating  system.  Its  appli- 
cations include  access  to  cor- 
porate networks,  electronic 
cash  and  online  transac- 
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For  reliable  trans-oceanic  communications,  we've  discovered  there’s  only  one  thing  better  than 
a 6000  kilometre  long  cable.  Two  6000  kilometre  long  cables. 


tions,  such  as  home  shop- 
pingL  ' ' 

The  successor  to  the  Win- 
dows 98  operating  system, 
provisionally  called  Win- 
dows 2000,  will  include  a 
smart  card  as  standard. 
“When  you  start  up  Win- 
dows 2000,  it  wQl  ask  you  to 
insert  your  smart  card,"  says 
John  Noakes.  business  man- 
ager for  e-commerce  at 
Microsoft  UK. 

"Smart  Card  for  Windows 
has  a good  chance' of  becom- 
ing the  de  facto  standard 
smart  card  operating  system 
for  networks,  including  the 
Internet,"  says  Mr  Brown. 

Mr  Noakes  says  Microsoft 
envisages  a so-called  White 
Card,  a smart  card  cm 
which  sits  the  Windows 
operating  system. 

“It’ll  only  cost  around  Jl.  ■ 
You  lake  the  card  home,  put 
It  into  a smart  card  reader 
and  download  the  applica- 
tions you  want,”  adds  Mr 
Noakes. 

Many  believe  Multos  and 
Smart  Card  for  Windows  wffl 
co-exist,  with  the  former 
finding  a niche  in  the  finan- 
cial sector.  But  it  seems  .that 
even  with  the  arrival,  of 
multi-application  operating 
systems,  the  concept  of  a 
universal  smart  card  Is  still 
not  an  the  cards. 


XU  goods  arid  transfer 
’ w«W funds,  which  needs 

narther  tftfophmy*  links  nor 

electricity,  could  address  an 
urgent  need  in  developing 
countries  for  arsystem  that 
is  suited  to  local  conditions. 

, . The  system,  developed-  by 

Sm$rt  Application  Systems 
(SA&).'  a - small  company 
based  in  Frame,  Somerset, 
hasbeeninuse  in  Swaziland 
Since  1995. 

it  follows  a credit  project 
ran  by  the  US  Agency  far 
international  Development 
in  the  early  1990s,  which 
eventually  developed  into  an 
institute,  the  Growth  Trust 
Ospandion  (GTC).  Use  proj- 
ect's leader.  Don  Henry,  con- 
ceived of  the  smartcard  sys- 
tem, says  Miles  Emerson, 
co-founder  of  SAS. 

. Business  people,  including 
farmers,  were,  the  first  to  be 
issued  with  "off-line”  smart- 
cards,  which  are  similar  in 
size  to  the  standard  credit 
card.  Holders  of  cards  have 
an  account  or  credit  arrange- 
ments with  GTC;  their 
account  details  and  transac- 
tions are  held  on  a micro- 
chip tn  the  card.  ■ 

Cardholders  use  them  to 
pay  for  their  purchases 
where  the  seller  has  a smart- 

card  terminal  - ohirih  ran 

be  battery-powered.  If  neces- 
sary. The  tenanted  identifies 
the  customer  and  deducts 
the  amount  of  4 sale  from 
the  card  after  a purchase. 

The  seller  bas  no  ^iseed  .to 
ring  up  a central  computer 
to  check  rif'  «the\.hoXd*rte; 
credit  is  good.  A phone  fine 
is  therefore  not  needed  - 
which  makes  the  card  espe- 
cially useful  in  areas  where 
telephones  do  not  exist  or 
are  not  working,  A battery- 
powered  terminal  is  again 


valuable  in  areas  where  elec- 
tricity supply  is  either  non' 
existent  or  erratic. 

The  technology  could  also 
smooth  other  transactions, 
says  Mr  Emerson,  enabling, 
for  example,  “a  customer  to 

have  a 

mant  loan  for  tame  Improve* 
meats,  or  a tine  of  cr!?^ 
with  a group  of  merchants  ■ 

Amounts  on  cards  arc  not 
necessarily  small,  he  says. 
: -Some  cards  In  S^tiand 
have  as  much  as  Si -500  (£930] 
on  them."  Cards  are  pro- 
tected by  a pin  number  that 
“is  almost  imptssfote  to  deci- 
pher", he  says,  making 
fraudulent  use  difficult.  The 
smartcards  cost  $3  to  S5  each 
and  the  terminals  S200  to 
$400,  depending  on  capacity. 

MT  Emerson  believes  that 
smart  cards  could  help  to 
facilitate  the  distribution  of 
agricultural  inputs  and  med- 
icines, and  sees  a big  poten- 
tial for  them,  especially  in 
remote  areas  or  developing 
countries. 

“The  smartcard  system 
taipAs  a big  step  outside  the 
wired-up  world  of  mainframe 
computers  and  telephone 
networks  and  offers  new  and 
much  more  economical  solu- 
tions," he  says.  “It  can 
the  reach  of  banks, 
and  a bank  can  be  any 
organisation  that  offers 
firmnr-tei  services  for  credit, 
loans  or  savings." 

Preparations  are  being 
made  for  introducing  the 
system  in  Indonesia,  with 
BRI  Bank,  which  has  20m 
customers  and  5,000 
branches.  Mr  Emerson  also 
hopes  it  will  soon  be 
launched  in  Nigeria. 

The  innovation  recently 
won  for  SAS  the  Shell  Tech- 
nology for  Development 
Award.  This  is  one  of  a num- 
bex^  of  awards  presented 
aim  naffy,  as  part  of  the 
“W.or&daware  Business 
Awards",  to  UK  companies 
working  in  developing  coun- 
tries. Worldaware  is  a 
London-based  education 
charity. 


CABLE  & WIRELESS 


The“GemInP’  transatlantic  communications 
cable  handies  over  a million  calls  at  a time. 
But  it  isn't  one  cable  it's  two,  Gemini  North 
and  Gemini  South,  laid  740  kms  apart. 


So  that  in  the  unlikely  chance  of  one  failing 
through  a localised  undersea  event,  the  other 
will  not  only  be  unaffected  but  will  switch, 
instantaneously;  into  full  operation.  With  no 
effect  on  the  service  at  all. 

It's  for  initiatives  like  this  that  we  created 
Cable  & Wireless  Global  Businesses. 

A genuine  response  to  our  customers’  needs, 
it  means  we  can  deliver  the  world-wide  reach 
they  demand  and  guarantee  network  reliability. 
Cable  & Wireless  is  one  of  the  world’s  largest 
carriers  of  international  traffic. 

We  want  to  lead  the  world  In  integrated 
communications. 


^ anyone  can  do  ft  Cable  & Wire* 


ess  can. 


And  wilt. 


For  more  Information  please1  call: 
■*■44(0)  171  315  6196 
w'w.caWewlrdess.com 
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NEW  YORK  ‘ /■ 

Nbt  About  NfohtingalBsr  an  early . 
ptay  by  Tennessee  WBOams  ; ‘ 
-about  a prism  uprising,  opens  st- 
Broadway's  Circle  Theatre  on-  .- 
Thursday.  Dusted -off  by Vanessa 
Redgrave  and  starring  Gorin 
Redgrave  (left),  the  production  '. 
*«aB  seen  last  year  in  London  :“ 
and  Houston.  The  director  b 
Tiwort&mn.  • ‘ : - - ‘ 
Up-and-coming  Fren  ch  pianist 
Hdi&ne  Grfrnaud  makes  her  New 
York  Raharmonic  debut  at  Avery 
Fisher  Hal  on  Thamday.  The 
programme  pate  Beefhavwris  •' 
.ftxrth  Concerto  with  Uszfs 
Dante  Symphony.  KurtMasur 
Conducts,  andlhare  are  repeat 
performances  on  Friday. 

Saturday  and  next  Tuesday.  . 

' Ai  the  State  Theater,  New 
.■^fcric  Chy  BaBet  pays  tribute  to  . 
Jerome  Robbins  with  a week- 


long  festival  of  Ws  ballets.’' ' 

ng 

The  Lahti- Symphony  Orchestra 
makes  its  UK  debutat 


Symphony  Hafl  on  Saturday,  In  a 
concert  featuing  the  first 
performance  outside  Finland  of 
the  original  version  of  SIbeEus’s 
Vlofin  Concerto.  The  concert  is  . 


pat  of  a weekend  of  SJbefius 
performances  conducted  by 
Qamo  Vfinskfi  Pott). 

VIB4NA 

Performances  of  DieZauberfiote 
fn  Vienna  may  be  fwo-a-penny, 
but  new  productions  are  ram. 
Canadian  stage  director  Robert 
Careen  promises  a fresh  look  at 
Moral's  Masonte  fairy-tale  at 
the  Volksoper  on  Saturday. 

Asher  Rsch  conducts. 

SEATTLE  mm 

American  sopranos  Shari 
Greenawald  and  Ashby  " 

Putnam  share  the  title  rote  in 
Samuel  Barber's  l&rassa  over 

the  next  two  weeks  at  the  Seattle 
Center  Opera  House.  Greenawald 
sfogs'theftst  night  on  Sahird^r, 

In  a staging  by  Shaon  Ott.  The 
conductor  is  Yvas  AbeL 


LONDON 

Pacific  Northwest  Ballot  from 
Seattle  plays  a first  London 
semen  at  Seder's  wells 
Theatre  this  week.  Opening 
with  a quacfojpie  bill  (Monday 


to 

Wednesday),  the  . 
company  aids  the  week  with 
its  staging  of  Balanchine's  A 


Mdsummer  -‘fa 

r^gtn's  Dream,  which  won  ^ 
gedden  opinions  at  last  ^ 
year’s  Ecfinburgh  Festival  The 
cast  includes  Paul  Gibson  as 
Oberon.frigftt). 


rules  over 
the  border 

Antony  Thomcroft  talks  to  the  director 
of  the  new  Museum  of  Scotland 


These  are  not  the  easiest  of 
times  to  be  the  English 
director  of  a Trading  smtHcii 
museum.  As  Scotland  rushes 
•towards  its  May  election, 
.and  independence  becomes  a 
hot  issue,  museums  and  gal- 
leries are  summoned  to  the 
colours  of  nationalism:  their 
collections  hold  the  tribal 
identity,  as  well  as  much  of 
the  artistic  treasure. 

^ This  is  especially  true  of 
the  Museum  of  Smtiand^  a 
luminous  bastion  of  a bund- 
ing which,  after  years  of  ges- 
tation, and  an  expenditure  of 


Nationalistic  approach:  museum 
drector  Mark  Jonas 

£52m,  opened  three  months 
ago  alongside  the  stately 
Royal  Museum  of  Scotland 
in  Edinburgh's  Chambers 
Street  Its  task  is  to  tell  the 
history  of  Scotland  through 
objects,  and  its  completion, 
over  the  architectural  disa- 
proval  of  the  Prince  of 
Wales,  was  seen  through  by 
Mark  Jones,  the  very 
English,  indeed  Old  Etonian, 
director  of  the  National 
Museums  of  Scotland. 

He  had  the  task  ctf  stock- 
ing the  museum,  and  more 
importantly,  deciding  on  its 
political  line,  quite  a chal- 
lenge given  currant  sensitivi- 
ties in  Scotland.  He  has  gone 
for  a nationalistic  approach, 
with  the  ringing  do-or-die 
; defiance  of  the  declaration  of 
‘Arbroath  filling  one  wall, 
and  England  given  little 
quarter  throughout 

When  the  story  reaches . 
Mary,  Queen  ctf  Scots,  with  a 


cast  of  her  nwgnHiiwit  tomb 
in  Westminster  Abbey,  the 
accompanying  label  berates 
Queen  Elizabeth  for  not  sup- 
porting her  cousin  and  even- 
tually executing  her,  with  no 
reference  to  Mary’s  ambiva- 
lence to  plotters  against  the 
TjnpHnh  Queen. 

But  there  is  nothing 
wrong  with  this.  In  fact  the 
attraction  of  the  museum  is 
its  unabashed  Soottishness. 
It  celebrates  the  differences 
between  the  two  Wugrimwg 
and  brings  to  life  - through 
objects  as  macabre  as  the 
“Maiden”,  an  early  guillo- 
tine, and  as  austere  as  a 19th 
century  communion  table 
reserved  for  the  worthy  -* 
Scotland's  tempestuous, 
often  violent,  history. 

Only  the  20th  century  gal- 
lery, in  which  the  people  of 
Scotland  were  asked  to  sug- 
gest the  objects  which" 
summed  up  tire  modem  era 
for  them,  and  delivered 
everything  from  Im-Bru  to 
Doc  Martens,  from  an  dec- 
trie  guitar  to  a Hillman  Imp, 
looks  like  a copout,  a bland 
tribute  to  the  age  of  consum- 
erism. 

. Yet  for  all  his  commitment 
to  the  cause,  Jones  has  stiH 
aroused  criticism.  One 
nationalist  hero,  Robert  the 
Brace,  can  be  satisfactorily 
represented  by  the  -Bute 
mazer,  a communal  drinking 
cup  featuring  the  heraldry  of 
the  nobles  who  won  Ban- 
nockburn, with  Brace  at  the 
centre;  but  why  nothing  of 
Brave  he  art,  William  Wal- 
lace? The  fact  that  the  only 
object  known  to  have  sur- 
vived with  any  link  to  -the 
scourge  of  Edward  H - a 
bureaucratic  letter  written 
by  one  ctf  his  scribes  to  the 
merchants  of  Lubeck  - is 
lacking  in  populist  appeal 
was  little  excuse.  Jones  has 
bowed  to  nationalist  opinion 
and  this  month  the  letter, 
suggesting  increased  trade 
between  Scotland  and  the 
Baltic  port,  has  been  bor- 
rowed from  Germany  for. 
temporary  show. 

Jones  can  probably  do 
without  such  bickering.  Run- 
ning a museum  with  govern- 
ment funding  in  decline  is  a 
nerve  racking  enough  task. 


Bastion  of  Scottish  histone  the  tower  of  toe  Museum  of  Scotland 


Last  year,  after  a fell  in  reve- 
nue in  real  terms  of  23  per 
cent  in  five  years,  Jones  was 
forced  to  introduce  an 
admission  charge.  The 
attraction  is  not  the.  extra 
ticket  revenue,  but  the  feet 
that  he  can  now,  as  a busi- 
ness, claim  back  VAT.  The. 
museum  is  £Sm  a year  better 
off,  but  the  price  paid  Is 
dreadtol  -..a  fell  in  visitor 
numbers  last  year  of  40  per 
cent 

Fortunately,  by  introduc- 
ing such  an  unpopular  mea- 
sure,7 Jones,  assisted  by  his 
colleagues  on  Merseyside 
who  brought  in  charge  at 
the  same  time,  seems  to 
have  forced  the  govern- 
ment’s hand.  Free  admission 
is  back  bn  the  political 
ftgwida  and  in  three  years 
time,  in  theory,  all  charges 
will  be  abolished.  It  will  be 
up  to  the  new  Scottish  Par- 
liament to  confirm  the  deci- 


sion, and  it  is  hard  to  see 
that  body  felling  to  support 
a national  institution. 

The  new  Museum  of  Scot 
land  has  already  done  its  bit 
in  lifting  numbers.  It  has 
attracted  over  150.000  visi- 
tors since  November  and 
should  bring  in  lm  people 
during  its  first  year.  For  all 
the  criticism  it  is  an 
undoubted  success,  leaving 
Jones  to  tackle  more  chal- 
lenges. For  although  reve- 
nue funding  of  museums  has 
declined,  the  lottery  has 
released  unexpected  millions 
for  capital  projects. 

Jones  has  received  £l5m 
so  far  but  be  is  looking  for 
more,  not  least  to  complete  a 
Museum  of  Rural  life  on  a 
farm  to  the  west  of  Edin- 
burgh, which  has  changed 
little  in  400  years,  and  £6m 
to  fund  an  imaginative  proj- 
ect in  winch  all  the  muse- 
um’s unshown  holdings. 


along  with  the  unseen  pic- 
tures of  the  National  Gal- 
lery, will  be  put  on  view  in  a 
new  “green”  storage  build- 
ing, a warehouse  of  art  and 
artifacts  in  West  Granton,  a 
rundown  part  of  Edinburgh. 

This  commitment  to 
access  is  also  behind  Jones's 
pet  project  - SCRAN,  which, 
by  the  end  of  this  year, 
should  enable  80  per  cent  of 
the  schools  in  Scotland  to 
gain  access  through  their 
computer  screens  to  200,000 
of  the  objects  in  the  muse- 
um’s collection.  Throw  in 
the  reorganisation  of  the 
militarla,  held  at  Edinburgh 
Castle,  and  further  develop- 
ments on  the  Flight 
Museum,  and  Jones  has 
enough  work  in  hand  to 
ignore  speculations  about 
his  future  when  new,  more, 
politically  motivated,  pay- 
masters occupy  the  Scottish 
parliament  budding,  slowly 


cTosca5  fails  to 
scale  the  heights 


emerging  near  Holyrood  Pal- 
ace. 

But  it  is  events  in  England 
which  could  determine 
Jones*  next  career  move.  He 
came  to  Edinburgh  from  the 
coin  department  of  the  Brit- 
ish Museum  and  has  been 
tipped  as  the  likely  succes- 
sor to  director  Dr  Robert 
Anderson  - who,  by  co-inci- 
dence, also  moved  to 
Bloomsbury  from  Edin- 
burgh. 

Now  the  trustees  of  the 
BM  are  appointing  a manag- 
ing director  to  help  run  the 
museum  at  the  highest  level, 
leaving  Anderson  to  be  the 
public  fece,  the  scholarly 
fund  raiser.  It  is  not  a pros- 
pect that  appeals  much  to 
Jones.  Perhaps  he  feels  that 
he  has  done  enough  in  giv-  I 
mg  Scotland  a musuem  that  j 
matches  its  current  macho 
mood  to  stay  there  as  long 
as  the  challenges  suit  trim.  I 


OPERA 

RICHARDFAIRMAN 

Ton 

Royal  Albert  Halt,  London  SW7 


Private  enterprise  knows 
what  to  do  when  it  has  a 
success:  invest  in  the 
winning  team  and  hope  that 
the  customers  will  come 
back  for  more. 

Last  year  Raymond 
Gnbbay,  Britain’  most 
prominent  private  sector 
arts  promoter,  scored  a hit 
with  Madam  Butterfly  at  the 
Royal  Albert  Hall,  plearing 
not  only  the  audiences  but 
also  the  critics.  Not  one  to 
waste  this  unforeseen 
he  is  already 

advertising  a revival  of  the 
production  for  the  year 
2000. 

In  the  meantime  thie 
year’s  offering  is  an  attempt 
to  replicate  that  success  - 
another  Puccini  opera,  the 
same  production  team,  and 
the  same  sell-out  at  the  box 
office. 

Unfortunately,  opera  is 
not  a production-line 
business.  This  new  staging 
of  Tosco  is  passable,  but 
hardly  the  spectacular  that 
people  might  hope  to  see  in 
this  vast  arena.  Even  the 
great  scene  of  the  Te  Denm, 
where  Puccini  piles  on 
choristers  and  extras  by  the 
truck-load,  looks  sadly 
underpopulated. 

Having  been  given  the  run 
of  one  of  the  biggest  acting 
spaces  for  opera  in  London, 
the  production  team 
woefully  underuses  It.  David 
Rogers’  designs  simply  put 
prison-like  enclosures  into 
the  arena  in  Acts  2 and  3. 
leaving  vacant  expanses 
where  nothing  happens. 

Of  course,  it  would  not  be 
a David  Freeman  production 
if  there  were  not  a few 
original  ideas.  This  is  the 
first  Tosco  where  people  will 
have  seen  a full-frontal 
torture  scene,  and  Tosca 
needs  a jolly  good  head  for 
heights  to  run  up  the  long 
staircase  over  the  orchestra 
for  her  final  fling.  But  none 
of  this  was  enough  to 
compensate  for  a general 
flatness  and  the  feeling  that 
Freeman  had  sometimes 
taken  Ms  eye  off  the  balL 
Scarpfe's  entrance,  which 
should  be  one  of  the  most 
hair-raising  moments  in  all 
opera,  was  completely 
muffed.  Extras  entering  at 
various  points  through  the 
stalls  made  it  unclear  where 
Scarpia  was  actually  meant 


to  be.  Nor  did  it  help  that 
the  RAH  staff  chose  that  » 
moment  to  let  in  the 
latecomers,  so  that  the  posse 
of  evil  henchmen  seemed  to  ■ 
include  rather  a lot  of  w 
smart-suited  City  workers  • 
and  their  lady  friends.  * 

Keith  Latham  did  well  to 
overcome  this  initial 
handicap  and  quickly  built 
up  a dominating  presence. 
With  his  Scarpia  what  you 
get  is  what  you  see:  a bully 
pure  and  simple,  no  hidden 
psychotic  personality.  He 
sings  Amanda  Holden's  t 
lively  new  translation  with 
marvellous  clarity  and  even  * 
managed  to  bring  off  the 
attempted  rape  of  Tosca  on 
top  of  the  dining-table 
without  raising  titters  from  ' 
the  gallery. 

Susan  Bullock  is  not  a 1 
natural  for  Tosca.  but  she 
has  a certain  everyday 
credibility.  It  was  a shame, 
though,  that  the  ' : 

microphones  picked  up  some  • 
raw  sounds  on  the  top  notes.] 1 
And  was  it  really  a good 
idea  for  her  to  sing  “Vissi  ■ 1 
d'arte”  kneeling  among  the  ' 
soup  dishes  on  the  table? 

As  Cararadossi,  John 
Uhlenhopp  sings  cleanly  and’ 
tiie  role  as  an  agonised  ' 

political  agitator,  not  a 
glamorous  lead  man.  The 
opera  is  double  cast,  so  the  J 
three  principals  change  ] ' 
between  performances.  The  “* 
smaller  roles,  including  1 

Richard  Suarfs  over-fttssv  • 
Sacristan  and  Richard  l 
Angass  booming  Angelotti,  - 
stay  the  same.  * 

Despite  some  noisy  I 
crackles  from  a right-band  • 
speaker  up  on  the  ’ 

battlements  of  the  Cartel  " 
Sant  Angelo,  the  sound  * 
system  worked  well,  a big  ] 
improvement  on  Gubbay*s  - 
early  efforts.  Unfortunately,  ’ 
the  performance  it  relayed  * 
was  a fairly  soggy  one, 
conducted  without  much 
Itahanate  fire  by  Peter 
Robinson  and  only 
adequately  played  by  the 
BBC  Concert  Orchestra. 

Most  standard  revivals  at 
Covent  Garden  are  more 
exciting  than  this.  If  the 
Royal  Opera  does  reduce  its 
ticket  prices  when  It 
re-opens,  perhaps  the 
thousands  who  flock  to 
Gub  bay’s  promotions  at  the 
Royal  Albert  Hall  will  be 
able  to  afford  to  go  and  find 
out  for  themselves. 

Sponsored  by  American 
Express.  Performances  continue 
atihe  Royal  Albert  Hail  until 
February  28. 
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AMSTERDAM 


OPERA 

Netherlands  Opera,  Hot 
MuzMdfieatar 
Tot  31-20-551  8911 
Carmen:  by  Bizet  New  staging 
by  Andreas  Hompki,  conducted 
■by  Edo  de  Waart  The  designs 
are  by  Wolfgang  Gussmann  and 
Gabriele  Jaenecke,  and  the  cast 
indudes  Carmen  Oprlsahu  and 

Martin  Thompson;  Feb  24 

BERLIN 

OPERA  ' * 

Deutsche  Oper 

Tet  49-30-34384-01 
Rise  and  Fall  of  the  Cfty  of 
Mahagonny:  by  Kurt  Weill, 
libretto  by  Brecht  New  staging  * 
by  GGnter  Ktfmer,  conducted  by 
Lawrence  Foster,  wflh  designs  by 
Gottfried  PHz  and  Isabel  toes 
G lather;  Feb  24 

BOLOGNA 

OPERA 

Taatro  Comimale 

Tel:  39-051-529  999 
wwwjiettunoJt/bo/ . _ 


' teatrocomunale 
La  Bohfcme:  by  PucdnL 
Conducted  by  Danfete  Gatti/ 
Paofo  Arrivabeni  in  a staging  by 
Lorenzo  Marten,  with  designs  by 
Wifiy  OriancR;  Feb  23,  24, 25 

CARDIFF 

OPERA 

Welsh  National  Opera 

Tet  44-1222-464  666 

• Hansel  end  Grate};  by 
Humperdinck.  Conducted  by 
Wteaftnir  Jurowski  in  a staging  by 
Richard  Jones,  premiered  in 
December.  Cast  includes  tmelda 
Drumm,  Linda  Kitchen  and  Nigel 
Robson;  Feb  26 

• ‘ Peter  Grimes:  by  Benjamin 
Britten.  Carlo  Ftizzi  conducts  a ■ 
new  staging  by  Peter  Stein.  With 
sets  by  Stefan  Mayer  and 
costumes  by  Motdele  BJckeJ. 

Cast  includes  John  Daszak  and 
Janice  Watson;  Feb  24 

COLOGNE 

EXHIBITION 

WafeaMtichartz  Museum 

Tet  49-221-223  82 
vmrwjnuseenKodn.de 

Ansndt  de  GeWer  (1545-1727): 

first  monographic  exhibition 
devoted  to  Arendt  de  Gekter,  one 
of  Rembrandt's  most  prominent 
pupOs.  The  show  includes  58- 
paintings  and  13  drawings  as 
wed  as  25  graphic  works  by 
Rembrandt  to  May  9 

COPENHAGEN 

EXHflBmbN 

Loufsfena  Museun  of  Modam 
Art,  Humlebaek 

Y-  * 


Tet  45-4919  0719 
www.kxJisiana.dk 
Henri  Cartier-Bresson: 
Europeans.  Previously  seen  In 
Paris  and  London,  this  show 
brings  together  185  works 
ranging  across  the 
photographer’s  career  from  the 
1930s  to  the  present;  to  Jun  6 

EDINBURGH 

OPERA 

Ecfinburgh  Festival  Theatre 
Tet  44-131-529  6000  . 

• Scottish  Opera:  Der 
Rosenkavafier,  by  R.  Strauss.  - 
New  staging  by  David  McVicar. 
conducted  by  Richard 
Armstrong.  The  cast  Indudes 
Joan  Rodgers;  Feb  24,  27 

• Scottish  Opera:  The  Magic 
Fountain,  by  Defius.  Conducted 
by  Richard  Armstrong  in  a new 
staging  by  Aldan  Lang,  with 
designs  by  Ashley  Martfo-Davis; 
Feb  26 


HARTFORD 
EXHIBITION 
Wadsworth  Atheneum 

Pieter  de  Hooch  (1829-1681): 
previously  seen  at  Dulwich 
Picture  Gaflery,  fids  first-ever  • 
one-man  show  of  the  Dutch 
painter  offers  a reassessment  of 
his  work.  Less  celebrated  than 
Ns  contemporary,  Vermeer,  de 
Hooch  was  a pioneer  fn  his  own 
right,  and  a specialist  in  maternal 
and  domestic  subjects;  to  Feb  27 

LONDON 

CONCERTS 

BarbteanHtf 


Tel:  4+171-638  8891 
London  Symphony  Orchestra: 
-conducted  by  Lorin  Maazel  in  the 
UK  premiere  of  his  Music  for 
VioBh  and  Orchestra,  and. In 
BartOk’s  First  Portrait;  and  by 
Wolfgang  Gieron  In 
Tchaikovsky's  Symphony  No.  6; 
Feb  24,  25, 

Royal  Festival  Had 
Tel:  44-171-960  4242 
London  Philharmonic  Orchestra: 
conducted  by  Jukka- Pekka 
Saraste  in  works  by  Strauss  and 
Beethoven,  with  soprano  Cheryl 
Studer;  Feb  24 

OPERA 

Engflsti  National  Opera, 

London  CoBseum 

Tef:  44-171-632  8300 
• LaTravIata:  by  Verdi.  Michael 
Lfoyd  conducts  a revival  of 
Jonathan  Miller’s  production;  Feb 
22,25' 

' • Parsifal:  by  Wagner. 
Conducted  by  Mark  Oder  In  a 
new  staging  by  Nikolaus 
Lehnhoff,  with  sets  by  Raimund 
Bauer  and  costumes  by  Andrea 
Schmidt-Futterer.  Cast  includes 
Kim  Begley  and  Jonathan 
Summers;  Feb  23, 26 


MANCHESTER 

CONCERT 

Bridgewater  HaU 

Tet  4+161-907  9000 

BBC  Philharmonic:  conducted  by 

Edward  Downes  in  works  by 

Elgar;  Feb  27 

MUNICH 

CONCERT 


PhBharvnonfe  Gastefg 
Tef;  49-89-5481  8181 
Munich  Philharmonic  Orchestra: 
conducted  by  Ingo  Metzmacher 
in  works  by  Schubert  and  Henza; 
Feb  22,  23 

NEW  YORK 

CONCERTS 

Avery  Fisher  HaU,  Lincoln 
Center 

Tel:  1-212-875  5030 
wwwJincolncantBr.org 

• New  York  Philharmonic: 
conducted  by  Kurt  Masur  n 
works  by  MenotU  and  Mahler, 
with  mezzo-soprano  Jennifer 
Larmore,  tenor  Richard  Leech 
and  violin  soloist  Glenn  Dicterow; 
Feb  23 

• New  York  Philharmonic: 
conducted  by  Kurt  Masur  in 
works  by  Beethoven  and  Liszt 

With  piano  sokxst  H&one 
Grimaud,  viola  soloist  Rebecca 
Young  and  the  American 
Boychofr:  Feb  25,  26.  27 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 

www.metopera.org 

Moses  and  Aron:  by  Schoenberg- 

Conducted  by  James  Levine  in  a 

staging  by  Graham  Vick.  Cast 

includes  Philip  Langridge  and 

John  Tom  Orison;  Feb  23,  26 

PARIS 

CONCERTS 

Safia  Pfeyel 

Tet  33-1-4561  6589 
Orchestra  de  Paris:  conducted 
by  Christoph  Eschenbach  in 


works  by  Brahms,  with  piano 
soloist  Tzimon  Barto;  Feb  24,  25 

PRAGUE 

DANCE 

National  Theatre  of  Prague 
Te/:  420-2-2108  0131 
wwwjmeLcz/nd 

The  Nutcracker:  by  Tchaikovsky, 
in  a staging  by  Russian 
choreographs-  Jurij  Grigorovic, 
with  sets  and  costumes  by 
Simon  Vrrsaladze;  Feb  24 

SAN  FRANCISCO 

CONCERTS 

Davies  Symphony  Hall 

Tet  1-415-864  6000 

www^fsymphony.org 

San  Francisco  Symphony 
Orchestra:  conducted  by  Jeffrey 
Tate  in  works  by  R.  Strauss, 
Humperdinck  and  Honegger; 

Feb  25,  26,  27 

SEATTLE 

OPERA 
Seattle  Opera 

Tel:  1-206-389  7676 
www.seattleopera.org 
Vanessa:  by  Samuel  Barber. 
Conducted  by  Yves  Abel  in  a 
staging  by  Sharon  Ott  The  title 
role  is  sung  by  Sheri 
Greenawal  d/Ash  ley  Putnam; 

Feb  27 

WASHINGTON 

EXHIBITION 
National  GaHery  of  Art 

Td:  1-202-737  4215 
wwwjiga.gov 

John  Singer  Sargent  previously 


seen  art  the  Tate  Gallery  in  1 
London,  this  show  includes  more 
than  lOO  paintings  and 
watercolours  by  the  American  * 
portraitist  to  May  31  • 

* 

OPERA  ; 

Washington  Opera,  Kennedy  • 
Center  * 

Tet  1-202-295  2400  J 

www.dc-opera.org  « 

Boris  Godimov:  by  Mussorgsky. « 
Conducted  by  Isaac  *■ 

Karabtchevsky  in  the  ' • 

widely-travelled  Tarkovsky  v 
staging,  .revived  by  Stephen  - J 
Lawless.  Samuel  Ramey  sings  *; 
the  title  role;  Feb  23,  25  *- 

TV  AND  RADIO  * 

• WORLD  SERVICE  ! 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
848  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday.  GMT: 

0630:  Moneyline  with  Lou  Dobbs 
13-30:  Business  Asia 
19.30:  Work I Business  Today  • 
22.00:  World  Business  Today 
Update  * 

• Busmeaa/Market  Reports: 
05:07;  06*7;  07:07;  0820:  0920! . 
1020;  1120;  1122;  1220;  1320$  * 
1420. 

At  0820  Tanya  Beckett  of  FTTV  ! 
reports  live  from  LiFFE  as  the 
London  market  opens.  * ' 
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COMMENT  & ANALYSIS 


PERSONAL  VIEW  DOMINIQUE  MOISI 


Plus  ?a  change . . . 


Modem  international  business  and  finance  has  much  to  learn  from  the 
power  games  and  intrigues  of  18th  century  European,  diplomacy 


“The  gnat  powers  constituted 
a kind  of  joint-stock  com- 
pany, in  which  all  kept  what 
they  possessed,  made  profits 
according  to  their  holdings, 
and  prevented  any  of  the 
associates  firm  laying  doom 
the  ha  to  the  others.  This 
mas  allied  the  balance  of 
power,  or  die  European  apd- 
Ubrtam," 


Written  in  1885, 
Albeit  SoreVs 
masterpiece, 
Europe  and  the 
French  Revolution,  makes 
the  political  traditions  of  the 
anden  regime  seem  incredi- 
bly modem. 

Yet  the  power  games  he 
describes  relate  much  more 
to  the  world  of  business  and 
finance  in  our  global  age 
than  to  the  diplomatic  con- 
duct of  modem  democratic 


If  you  look  tor  the  contem- 
porary equivalent  of  Frede- 
rick the  Great  of  Prussia, 
Catherine  the  Great  of 
Russia  or  Maria-Theresa  of 
Austria,  you  wQl  not  find 
them  in  the  gilded  palaces  of 
our  modem  states  but  in  the 
often  spartan  suxroundings 
of  chief  executives'  offices. 
Gur  “enlightened  despots" 
are  the  likes  of  John  Weston, 
chief  executive  of  British 
Aerospace.  Jttrgen  Schrempp 
of  DaimlerChrysler,  and 
' Jean-Luc  Lagardftra.  founder 
of  Mafra. 

Those  who  are  nostalgic 
for  the  intricate  games  of 
classical  diplomacy,  those 
who  long  for  the  time  when 
abrupt  alliance  reversals  and 
the  building  dismantling 
of  coalitions  wore  accepted 
norms  of  conduct,  can 
rejoice:  mega-merger  capital- 
ism is  for  you. 

It  is  tempting  to  compare 
the  shareholders  of  today  to 
the  powerful  but  largely  idle 
landed  aristocracy  of  the 
past,  defending  their  privi- 
leges. in  a selfish  and 
short-term  manner.  Until 
1914,  the  aristocracy  in 
Europe  filled  the  top  posi- 
tions of  state  and  spoke  the 
same  language,  French. 
.They  served  their  monarchs 
but  their  allegiance  was 
more  of  a personal  rather 
[than  national  nature.  They 


Frederick  the  Great,  1712-1786 


Mary  Evans  Picture  Library 


were  the  closest  equivalent 
of  a modern  transnational 
elite.  Their  networks  were 
defined  by  birth  at  least  as 
much  as  merit.  Their  e-mail 
code  was  of  a genetic  nature. 

The  modernity  of  the  past 
is  no  accident  It  is  highly 
symbolic  of  our  global  age 
that  the  traditional  behav- 
iour and  attributes  of  dassi- 


with  the  evolution  of 
the  geopolitical  setting. 

But  if  a comparison 
between  the  diplomacy  of 
the  anden  regime  and  the 
behaviour  of  modem  chief 
executives  makes  sense,  one 
should  also  he  able  to  draw 
lessons  from  the  mistakes 
and  excesses  of  the  past 

There  are  valuable  lessons 


Those  nostalgic  for  the  games  of 
classical  diplomacy  can  rejoice: 
mega-merger  capitalism  is  for  you 


cal  states  should  be  found 
within  the  world  of  business 
and  finance  today.  The  state 
is  no  longer  what  it  used  to 
be.  Under  the  combined  pres- 
sures of  tug  business,  inter- 
national organisations  and 
dvfl  society,  it  has  shrank  in 
toms  of  power  and  responsi- 
bility, at  least  in  the  demo- 
cratic and  successful  part  of 
the  world.  The  work  of 
diplomats  is  increasingly 
dominated  by  economic  and 
financial  matters,  while 
“business  leaders'*  are 
more  concerned  than  ever 


to  be  gained  from  under- 
standing what  went  wrong 
in  the  diplomacy  of  the  end 
of  18th  century  Europe. 

By  applying  the  rules  of 
the  diplomatic  game  in  a 
mechanistic  and  cynical 
fashion,  the  monarchs  of  the 
anden  regime  ushered  in  the 
French  Revolution. 

The  partitions  of  Poland 
between  1772  and  1T95  pre- 
pared the  ground  for  the  rev- 
olutionary behaviour  of  Bon- 
aparte.  By  resorting  to 
partition,  first  to  settle 
differences,  and  then  to  pre- 


vent them,  the  European 
powers  proceeded  to  divide 
up  a state  simply  to  main- 
tain good  relations  among 
themselves.  In  the  end,  this 
process  proved  to  he  sett-de* 
structure  for  the  diplomacy 
erf  the  anden  regime.  Napo- 
leon followed  in  the  foot- 
steps of  the  greedy  mon- 
archs he  deposed  and  went 
on  to  redraw  the  map  of 
Europe. 

Replace  the  word  partition 
with  merger,  and  one  is  con- 
fronted with  the  same  risks 
and  dilemmas  as  the  geopoli- 
tics of  the  28th  century:  a 
process  pushed  to  extremes 
may  become  dangerous  for 
those  who  act  in  an  overly 
manner. 

hi  addition,  an  of 

cynicism  and  manipulation 

leads  only  to  the  destruction 
of  any  sense  of  trust 

When  British  Aerospace, 
for  example,  footed  everyone 
(but  particularly  the  French 
and  the  Germans)  by 
over  GECs  Marconi  defence 
business,  (one  presumes  in 

ttvo  narrw  of  an  OT 

national  logic),  it  brought  to 
mind  Frederick  the  Great  of 
Prussia  and  his  cynical 
reversal  of  alliances  - behav- 
iour which  may  have  pro- 
duced short-term  gains  bat 
which  resulted  In  the  isola- 
tion erf  Prussia. 

Similarly,  excessive  con- 
centration in  the  areas  of 
energy  or  banking  could  pro- 
duce very  dangerous  results. 

Are  modern  business  and 
financial  leaders  ignoring 
thi»  lessons  of  diplo- 

macy? Montesquieu,  in  his 
Esprit  des  Lois  wrote:  “There 
is  a natural  limit  to  con- 
quest; it  is  fixed  by  the  possi- 
bility of  assimilation.  What 
cannot  be  held  should  not  be 
taken . . . One  must  take  care 
that  in  increasing  actual 
greatness,  relative  greatness 
ts  not  diminished." 

Before  engaging  in  ever 
more  daring  mega-mergers 
and  acquisitions,  chief  exec- 
utives would  be  well  advised 
to  reread  Montesquieu. 

The  author  is  deputy  diredor 
of  the  Paris-based  hxstitxa 
Francois  des  Relations  Inter- 
nationales and  editor  of  PoB- 
tique  Etnmgire.  He  writes 
here  in  a personal  capacity.  . 


Opposing  forces  over  duty-free 


From  MrDez  M&uskey. 

$lr.  The  European  (W 
mission  has  yet  again 
ignored  the  wishes  of  the  EU 
head s Of  government,  repre- 
senting some  SO  per  cent  aT 
the  Contineatfs  dtisebs,  by- 
refusing  to  address  property 
concerns  over  job  losses  that 
an  intra-EU  duty-free  hanon  : 
June  30  will  cause. 

Its  report,  published  last 
week,  ignores  the  wishes  of 
an  15  heads  of  govaiuneut 
expressed  in  Vienna  in 
December,  foat  an  extension 
is  necessary  to  alleviate  the 
employment  problems  that 
the  ban  will  bring. 

When  you  add  xg>  the  fig* " 
ares  for  job  losses  In  fine 


Mr  Schrtder's  cffice  told 
me  last  week'fotfae, words 
of  Q-sen  Victoria,  the  chan- 
cellor is  not  amused.  Be 
want  accept  the-Commisr 


stai  going  to.be  our  posi- 


stonV  proposals  and  say 
\*ay.  tint's  if.  Itis  in  direct 
opposition  to  Us.wffl,  and 
the  Commission  Is-  not-  in 
compliance  with  the  gar-: 
enuumts  of  the  eu.  . 

- “The  ChaneeBor  is  looting 
for  acQBvramise  that  aBows 
theCdmmissfan  to 


TtemFoprign  Office  has 
abo  acted  to  'focrease  pres- 
sure on  member  states  by 
Instructing  British  ambasss- 
dcaorintbe  Ed  to  make  the 


sodas  the  other  hand  for  an 
extension  that  aBows  the 


HA  yvuuuu  usw. 

- Tirfsisnot  a matterfor  the 
flnmmteilm  fo  decide.  B Js 
for  the  EftPs  ft””****  minis- 
ters to  debate  at  the  next 
Ecofai  meeting  oh! March  15, 
and  for  the  heads  of  ebuoefi 
-to  ultimately  consider  in 
Cologne  on  March  SI  The 


an  responses  Gram  just  11 
member  mates;  k axon  to 
53JOOO.  Yet  It  describes  thfe . 
as  “Insignificant";  Thai  is 
not  the  opinion  of  Gerhard 
SchrOdcr,  the  German  chan- 
cellor, or  Tony  Blair,  the  UK 
prime  minister.  > 


with  the  formal  ending;  of 
Ate  regime.  frafao'mort 
allow  a wurkabte  reptei^- 
meut  regime,  wh^clT  tent 
workable  sow.”  • ‘ 

Snaiarty,  Mr^Bteir's  office 
Ml  me:  “The  British  gqw- 
erament  is  out  record:  string 
ft  wants  the  successor 


issue  trf  duty  and  tax 

free  sales,  ft  is  now  the  Cam- 
mission  versus  the  elected 
heads  of  European  govern- 
ments. Both  sides  have 
much  to  lose. 


and  we  think  mere  time  is 
necessary  for  that  That'S 


DexSEd Jtttoy, 

■ . r - _ lii^  ~ 

aeiHuycftmnv 
Doty  Free  Badness, 

55  Bdm  Street,  ' 
Ktogston-npon-Tbames, 

Srarey  KT1  XBW.  UK 


A heavy  duty  and  surreal  debate 


From  Mr  Simon  J.  Want. 

Sr,  Your  Lex 

right  to  describe  the  debate 
on  duty  free  as  “surreal” 
(February  18).  He  might 
have  gone  on  to  say  that 
nothing  in  the  debate  Is 
more  surreal  than  the  atti- 
tude of  the  UK  government, 
whose  recent  ctarondui  to 
the  pro-duty  free  lobby  poses 
some  difficult  questions. 

Why  cavil  abort  the  suc- 
cessor regime  when  the 
problem  has  been  known 
about  for  seven  years?  Bane 


Customs  & Excise  officials 
dong  no  work  on  a problem 
that  has  only  a limited  num- 
ber of  possible  solutions? .. 

Why  support  the  continu- 
anee  of  duty-free  which*  by 
sahridteteg  travel  costs,  sup- 
ports. the  economics  of  smug- 
gling alcoholic  drinks?  Why 
support  a regime  - that 
encourages  the  uncontrolled 
sale  of  cheap  cigarettes  in 
the  UK  while  publishing  a 
white  paper  entitled  “Smok- 
ing MBS"?  • 

Most  of  all,  if  the  dutyfree 


regime  costs  ED  member 
states  one  than  £2ba  a year 
to  tort  mrcuues  (as  the  Com- 
mission says)  and  the  UK  is 
responsible  for  one-third  erf 
this  trade,  why  is  the  Trea- 
sury not  eager  for  the 
regime  to. end  in  order  to 
repatriate  some  of  the 
revenue? 


Shod  J.  Ward,  ... 
strategic  affairs  director, 
Whitbread.  „ 

CUma  Street, 

London  EGXY  -<SD,  UK 


Mental  laziness  - truly  the  English  disease 


From  Mr  Michael  Bardy. 

Sr,  The  article  by  Martin 
Wolf.  “L’Etat,  e'est  quotr* 
(February  1 IX  was  an  excel- 
lent piece  of  analytical  jour 
ndfbm 1.  Two  iteiwwite  may 
be  made  on  the  conclusions. 
First,  at  least  the  French 
were  able  to  work  out  a 


definite,  long-term  policy 
and  to  pursue  it  Second,  the 
course  they  followed  offered 
them  a greater  say  over  their 
destiny  than  would  other- 
wise have  been  the*,  case. 

Compare  . the.  .“Anglo- 
Saxons”.  The  Americans  are 
well  placed  an  their  own. 


Bat  the  British?  Wasn't  it 
Cyril  ConnoBy  who  said  that 
mental  laxteess  . was  the 
Engfish  disease? 


BfidndPmdy,  -v.  ■ 
Castle  Home,  ( •' 
GUeteh, 

Devon  TQ1K8HR,  UK 


Yesterday  the 
corner  shop--* 


Mailt  Stephens. 

259  West  Princes  Street, 

Glasgow  <34,  UK 


Donbas  Ellison, 
chairman,  City  braneb. 
Campaign  for  an 


independent  Britain, 
tiqndon  SBS  7LG,  UK 


Nanber  One  Soodnratk  Bridge,  London  SEl  9HL 
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a 


Creating  Value  Through  People 

The  Cornell  Johnson  School 
European  Alumni  Symposium 
In  London 


w 


Cornell  University's  Johnson  Graduate  School  of  Management  is  pleased  to  host  a 
gathering  of  great  significance  for  all  European  scholars,  business  leaders  and  its  alumni. 


Our  European  Alumni  Symposium  promises  to  offer  keen  insight  on  the  challenges  faced 
by  organizations  and  managers  in  today’s  constantly  changing  business  climate.  This 
year’s  program,  “Creating  Value  Through  People"  features  a stimulating  panel  trf  experts 
from  the  academic  and  corporate  worlds  who  will  explore  matters  erf  universal  interest,  such  as: 

• Creating  and  fostering  the  agile  oiganizanon 

• Attracting  and  retaining  flexible,  talented  employees 

• Issues  surrounding  rapid  change  in  the  workplace 


You  are  cordially  invited  to  attend  this  outstanding  event,  brought  to  you  through  the 
efforts  of  Cornell’s  Johnson  School,  supported  by  the  Financial  limes  and  other  partners. 
To  leam  more  or  to  register,  refer  to  die  information  below. 


“Creating  Value  Through  People" 

20  March  &00AM-4:15PM 
May  Farr  huer-CkmtmcxitoL  London,  Stratton  Street 
Formommfmnatknorregi stratum,  call 
(US)  607-255*4038 

EmaRwdps59coniriU^  or  visit  our  Web  site  at 
kttpjfawvxjohnsorucorncil  ctbi/ahimiu/kmtfonjitml 
Registration  DeadUne:  I March 


CORNELL 


UNIVERSITY 


Jtitnson  Graduate  Sdiod 
of  Management 


fast. forward. 


No  meeting  of  minds 


Despite  the  launch  of  the  euro,  European  members  of  the  Group  of  Seven  remain 
unable  to  speak  with  one  voice  on the  world  economy,  reports  Robert  Chote 


Michael  Schu- 
macher, the 
former  motor 
racing  world 
champion,  held  2ns  wedding 
reception  at  the  historic 
Petereberg  hotel  near  Boon, 
where  finance  ministers  and 
central  bank  governors  from 
tite  Group  of  Seven  leading 
industrial  nations  convened 
this  weekend.  Like  Mr  Schu- 
macher, the  G7  seems  fo 
spend  much  of  its  time  going 
round  and  round  in  circles. 

So  at  least  it  appears  from 
their  discussions  on  the 
state  of  the  world  ecooamy. 
Once  again,  everyone  was 
agreed  teat  more  should  he 
done  to  put  global  growth  on 
a strong  and  sustainable 
path.  And  once  again,  opin- 
ions differed  as  to  where  the 
responsibility  should  Be. 

The  seven  were  able  to 
paint  to  several  favourable 
developments  since  their 
last  statement  in  October: 
economic  stabilisation  in 
Aida,  rahpPT  financial  mar- 
kets in  the  mature  econo- 
mies, structural  reform  in 
Japan  and  lower  interest 
rates  across  the  industria- 
lised world.  “But  financial 
market  conditions  have 
worsened  in  some  regions 
and  the  outlook  for  global 
economic  growth  is  some- 


what less  favourable,”  their 
latest  communique  said. 

At  recent  meetings  it  has 
been  Japan  that  has  borne 
the  hnmt  ctf  caDs  for  extra 
action,  but  on  this  occasion 

the  time  towards  Tokyo  was 
notfoeaBIy  friendlier.  And  of 
the  yen,  not  a word  said. 

The  ministers  concluded 

that  the  shortterm  outlook 
far  Japan  remained  uncer- 
tain, but  they  noted  approv- 
ingly that  the  authorities 
had  "adopted  important 
steps  to  strengthen  the 
Rnanefal  system  and  macro- 
policies  to  wtoforce  growth 
led  bydomestic  demand”. 

The  Japanese  conceded 
that  -they  would  soon  be 
bade  in  their  colleagues’  bad 

bodes  if  efforts  to  boost  their 
economy  flagged.  “Looking 
at  the  oammtiniqnft.  it  does 
seem  like  it’s  saying:  we 
have  to  do  what  we  have  to 
do/  saidMasaynki  Matsush- 
ima, executive  director  at 
the  Bank  erf  Japan. 

Bat  stilL  the  mood  in  die 
Japanese  camp  was  notice- 
ably happier  than  at  previ- 
ous gathoings.  “The  bottom 
line  is  they  (fid  not.  say  'do 


this,  do  that*,*  said  Kiichi 
Bfiyarawa.  the  finance  mims- 
to.  “The  consensus  was  that 
Japan  has  done  what  it  can 
and  that  we  could  now  only 
wait  for  results.” 

With  Japan  out  of  the 
spotfight  for  a change,  the 
focus  of  attention  switched 
to  the  latest  evidence  of 
deepening  gloom  in  Europe. 
Figures  last  week  showed 
the  German  economy  sbrink- 
ing  by  04  per  cent  in  the 
fourth  quarter,  the  biggest 
decline  in  six  years. 

Michel  Camdessus,  the 
managing  director  of  the 


StfiShn  last  year  and  set  to 
rise  further.  The  US  current 
account  deficit  has  widened 
as  the  crisis  economies  of 
Asia  exported  their  way  to 
recovery,  while  Japan  and 
Europe  have  continued  to 
run  huge  trade  surpluses. 

“It  seems  to  us  that 
Europe  needs  to  play  a much 
larger  role  in  this  process  of 
absorbing  exports,"  Mr 
Rubin  said.  “St  is  very  impor- 
tant for  tlie  world  that 
Europe  get  back  an  track." 

As  the  US  turned  its  guns 
from  the  Pacific  to  the 
Atlantic,  Europe’s  response 


Europe  urged  the  US  to  boost 
domestic  saving,  while  the  US  urged 
. Europe  to  boost  domestic  demand 


International  Monetary 
Fund,  told  the  meeting  that 
tire  European  economy 
would  grow  by  only  2 per 
cent  this  year,  down  from  2.5 
per  coot  in  1996.  According 
to  officials  in  Bonn,  the 
Fund  sees  growth  of  only  1-8 
per-cent  for  Italy  and  22  or 
22  per  cent  for  France. 

For  tbe  US  at  feast,  this  its 
not  good  enough.  Robert 
Babin,  the  Treasury  secre- 
tary, predicted  another  year 
of  solid  growth  in  the  US 
this  year.  But  he  warned 
that  the  country  could  not 
be  expected  to  propel  the 
world  , economy  forward 
singtehanded,  with  its  trade 
deficit  reaching  a record 


was  typically  confused  and 
“ntraffletory.  The  assertion 
In  the  communique  that 
euro-zone  countries  “agree 
on  the  Importance  of  pursu- 
ing an  appropriate  mix  of 
macroecononaic  policies  and 
structural  measures  aimed 
at  promoting  strong  and  sus- 
tainaMe  domestic^ed  growth 
and  fostering  employment* 


°°keston  than  there  was. 

-feaa-Oaiidfi  Mehta,  guv- 
eraor  of  the  Bank  of  France, 
dismissed  US  accusations 
that  Europe  had  felted  to  act 

decisively.  He  argued  that 
eunwone  interest  rates  had 
feDen  by  25  per  cent  since 
August  (loo  basis  points). 


while  US  rates  had  fallen 
only  14  per  cent  (75  basis 
points).  So  Europe  urged  the 
US  to  boost  domestic  saving, 
while  the  US  urged  Europe 
to  boost  domestic  demand. 
“A  rather  classical  debate," 
Mr  Trichet  observed. 

Meanwhile,  down  a couple 
of  flights  of  stairs,  Oskar 
Lafontaine,  Germany’s  out- 
spoken finance  minister, 
took  a less  sanguine  view. 
Flanked  uneasily  by  Hans 
Tietmeyer,  the  hawkish 
Bundesbank  president,  Mr 
Lafontaine  pointed  to  the 
latest  weak  economic  data 
and  to  financial  market 
expectations  that  the  Euro- 
pean Central  Bank  will  have 
to  cut  interest  rates  again. 

“I  believe  it’s  completely 
indisputable  that  no-one  can 
ignore  a dear  factual  situa- 
tion,” Mr  Lafontaine  said. 

When  Mr  Tietmeyer 
pointed  out  that  Wun  Duis- 
enberg,  the  ECB  president, 
had  described  the  stanw*  of 
monetary  policy  in  tbe  euro- 
zone as  “appreciate  and  at 
the  moment  sufficiently 
accommodating",  Mr  Lafbu- 
taine  countered  that  it  was 
“self-evident"  that  there 
were  different  views. 

There  are  different  views, 
too,  about  exchange  rate 
strategy.  Mr  Lafontaine  did 
not  waste  too  much  breath 
on  “target  rones"  on  this 
occasion,  but  his  enthusiasm 
for  more  formal  co-operation 
remains  undhmoed.  Mr  Tiet- 
meyer’s  hints  that  he  is 
becoming  uncomfortable 
with  the  euro’s  slide  also 
point  to  problems  ahead. 

If  anyone  thought  that  the 
advent  of  the  euro  would 
allow  Europe  to  speak  with  a 
single  voice  in  the  interna- 
tional arena,  this  weekend's 
gathering  will  have  con- 
firmed that  this  prospect 
remains  a long  way  off.  The 
contrast  with  the  harmoni- 
ong  double  act  of  Mr  Butrin 
and  Alan  Greenspan,  US 
Federal  Reserve  chainsan, 
COQld  not  be  more  mariqad. 

The  pressure  on  Europe  to 
get  its  act  together  can  arty 
intensify.  The  consensus 
view  already  sees  US  growth' 
slipping  a little  below 
France,  Germany  and  Italy 
P®ct  year.  But  if  the  burst- 
ing of  a US  equity  bubble 
were  to  make  the  gap  mare  - 
dramatic,  tbe  need  for  cobe^ 
ent  policies  in  the  euro-zone 
would  be  aB  the  greater  to 
keep  the  world  on  track. 
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From  Ur  Mark 

«r  For  11  years  the  UK 
ms  ' run  by  Margaret 
Thatcher,  who  applied  the 
principles  of  rimmngacw- 
n « Shop  to  a nation  of  Wa- 
I suppose  David  Marsh  s sup 
STa^tters,  February 
iSMbat  the  European  Com’ 
mission  (covering  S*0m) 
should  be  run  by  a employee 
of  a multinational  corpora- 
tion is  a natural  progression- 


rm. 


FrtmMrDoughsEl^cn. 

Sr,  David  Marsh  fe  living 


in  a Umwij  - — — - - . _ 

ftidan  would  turn  down  the 
possibility  of  rilling  nJrt»  <» 
Snom  people,  to*  from  the 
flxyjpBrtfr  of  the  ballot  box 
and  wtth  the  power  to  force 
legislation  to  be  adopted  by 
member  states  immediately, 
irrespective  of  the  opinions 
of  not  only  elected  national 
parliaments  but  suprana- 
tional parliaments  as  well? 

Would  the  European  par- 
ties that  have  cemented 
their  domination  of  personal- 
ities through  the  "closed  list 
system0  allow  mavericks  to 
upset  their  arrangements? 
The  treaty  of  Amsterdam 
will  grant  the  European  par- 
liament the  right  to  appoint 
not  only  the  president  but 
also  commissioners.  This 
will  lead  either  to  the  exclu- 
sion by  party  apparatchiks 
of  the  independent  candi- 
dates Mr  Marsh  advocates, 
or  to  farther  incestuous 
cronyism. 

The  problems  of  mixing 
business  and  politics  have 
been  aptly  demonstrated  by 
New  Labour.  In  the  unac- 
countable and  corrupt 
sphere  of  European  politics, 
Mr  Marsh’s  laudable  sugges- 
tions are  both  impossible 
and  ill-advised. 
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High  stakes 
at  Rambouillet 


Mortals  need  not  apply 

. It  is  a job  as  difficult  as  that  of  any  world  leader.  Whoever  succeeds  Jacques  Santer 
as  European  Commission  president  will  need  the  qualities  of  Superman,  says  Peter  Norman 


Wanted;  European  leader.  The 
ideal  applicant  will  have  held 
high  political  office*and  should 
combine  missionary  zeal,  brutish 
strength,  a talent  for  admadstra- 
Uoh,  a legally  trained  mmd,  'a  gift 
for  languages  and  televisual 
appeal 


It  is  a tall  order  to  expect  that  by 
locking  up  two  dozen  Serbian 
and  Albanian  negotiators  in  a 
French  chateau  for  2%  weeks, 
they  can  settle  a problem  - 
Kosovo’s  relationship  to  Serbia  — 
that  is  as  old  as  the  century.  But, 
with  the  exceptional  mobilisation 
of  the  diplomatic  and  military 
resources  of  the  US, -leading 
European  powers,  Russia  and 
various  international  organisa- 
tions, there  is  still  a nhamy  that 
it  might  work  by  the  time  the 
latest,  (and  probably  final) 
deadline  for  the  Rambouillet 
talks  runs  ont  tomorrow  after- 
noon. 

The  deadlock  over  inserting  a 
Nato-led  military  peacekeeping 
force  Into  Kosovo  to  supervise  a 
political  settlement  between 
Serbs  and  ethnic  Albanians  has 
obscured  the  real  negotiating 
progress  that  has  been  made.  The 
institutions  provisionally  agreed 
at  Rambouillet  would  give  Kos- 
ovo’s ethnic  Albanian  majority 
more  self-government  than 
before,  while  protecting  the 
rights  of  Serbs  and  other  minori- 
ties- They  would  give  Kosovo  a 
measure  of  economic  and  Judicial 
independence  from  the  rest  of 
Yugoslavia.  They  would  also 
devolve  considerable  powers  over 
police,  health  and  education  to 
individual  communes.  This 
should  prevent  domination  of  one 
group  over  another  in  many  of 
the  sensitive  aspects  of  daily 
Kosovan  lift. 

One  stumbling  block  remains 
over  the  nature  of  the  review  to 


take  place  after  three  years.  He 
Albanians  want  a referendum  on 
independence.  The  Serbs  do  not. 
The  international  mediators  are 
drafting  a fudge:  the  review, 
overseen  by  the  international 
community,  would  “take  account 
of  the  wishes  of  the  people  of 
Kosovo”.  Beyond  that  fhp  Alba- 
nians ‘ will  have  to  hope  for 
changes,  in  Belgrade,  perhaps 
with  President  Slobodan  Milos- 
evic’s departure  from  power,  over 
the  next  three  years.  That  Is  a 
hope  Serbs  could  share. 

But  how  to  ensure  that  this 
political  deal  is  carried  out  by  a 
regime  in  Belgrade,  with  a long 
record  of  backsliding?  Only  a 
Nato-led  force  ean  do  this, 
according  to  the  alliance  part- 
ners. Belgrade  remains  adamant 
it  will  not  let  foreign  troops  in. 
Nato  is  now  mffitarfly  ready  to 
carry  out  its  threat  to  bomb  Mr 
Milosevic  into  compliance,  if 
need  be. 

Nato  has  said,  repeatedly,  it 
will  not  “invade”  Yugoslavia. 
Yet,  as  frequently,  it  threatens  to 
bomb  Yugoslavia  into  “inviting” 
its  troops  tn.  The  apparent  con- 
tradiction between  these,  posi- 
tions puts  aiWanwi  in  a terri- 
ble quandary,  whi  cb  Mr 
Milosevic  is  all  too  well  aware  of 

But  he  cannot  be  sure  Nato , 
will  not  act,  and  wreak  destruc- 
tion on  him.  It  is  thus  in  his  vital 
self-interest  - if  only  at  this  late 
stage  he 'win  see  it  - to  start 
discussing  same  effective  guaran- 
tees far  any  political  deal  reached 
at  Rambouillet 


Obviously,  neither  this 
nor  any  other  newspa- 
per will  be  carrying 
such  ah  advertisement 
in  its  executive  search  minmnn 
between  now  and  June.  But  such 
is  the.  individual  that  leaders  of 
the  European  Union’s  15-member 
States  whrailri  be  aprirlwg  &S  the 
next  president  of  the  European 
Commission,  the  executive  arm 
oftheEU. 

Last  month's,  damaging  motion 
of  rpngnTp  in  the  European  par- 
liament dimmed  the  already 
dwindling  rfmnw*  that  Jacques 
Santer,  the  current  president, 
would  be  reappointed  for  another 
five-year  term  from  next  Janu- 
ary. Gerhard  Schrbder,  Ger- 
many’s chancellor,  dealt  the  cen- 
tre-right former  Luxembourg 
prime  minister  a farther  blow 
when  he  declared:  “One  thing  is 
certain:  a conservative  president 
of  the  European  Commission 
from  a small  country  must  be 
succeeded  by  a social  democrat 
president  from  a big  country.” 
ft  wffl  fan  to  the  EO  leaders’ 
summit  in  Cologne  on  June  3 
4 to  nominate  “by  common 
accord”  a successor  to  Mr  Santer. 
Under  the  EU’s  Amsterdam 
treaty,  doe  for  ratification  soon, 
the  new  president  will  then  have 
to  be  approved  by  the  European 
parliament. 

Whoever  clears  these  two  hur- 
dles can  look  forward  to  one  of 
the  most  difficult  jobs  in  the 
world. 

“You  are  talking  of  Superman 
in  a way.?  says  Peter  Ludlow, 
head  of  the  Centre  for  European 
Policy  Studies  (Ceps),  a Brussels 
think-tank.  “It  is  very  big  job. 
The  president  is  on  the  world 
stage  end  is  rather  Kfc*  a head  of 
government  with  diplomatic  mis- 
sions accredited  to  the  Commis- 
sion. But  he  or  shp  lacks  many  of 
the  powers  that  a head  of  govern- 
ment has.” 

At  first  sight,  the  job  has  huge 
nttrni+innfl-  There  is  a new  sense 
of  San  surrounding  the  EU  since 
the  launch  of  the  euro,  the  Euro- 
pean single  currency,  in  January. 
The  Commission  can  be  seen  at 
the  rpntTP  of  that  dynamic  enter- 
prise. 

It  is  also  handling  the  negotia- 
tions on  the  EU’s  enlargement 
and  should  gradually  become 
more  involved  in  common  foreign 
and  security  policies  and  the 
so-called  “third  pillar"  law  and 
order  activities  of  justice  and 
home  affairs. 

. £ha  Cominted  on  is  more  than 
■a  simple  executive  arm  of  the  EU. 
S has  considerable  autonomous 
political  power  in  the  areas  of 
competition  and  agrimitnral  pol- 
icy and  great  influence  from  its 
monopoly  to  make  proposals  in 
them 

“The  Commission’s  greatest 
strength  is  that  of. the  first, 
mover,”  Mr  Ludlow  explains. 
“Nothing  can  really  go  forward 
in  all  main  areas  of  EU  activity 

without  the  Commission  propos- 
ing." . 

Jacques  Delors,  tha  autocratic 
Frenchman  who  ran  the  Commis- 
sion  from  1985  to  1995,  exploited 
these  powers  of  proposal  to  the 
full  to  turn  the  Commission  pres- 
ident into  (me  of  the  three  domi- 
nant figures  in  European  politics, 
along  with  Francois  MUlwranil, 
the  French  president,  and 


All  together  now 


Last  week’s  . proposals  from 
Brussels  to  harmonise  European 
Union  accounting  standards  were 
bound  to  be  contentious.  After 
all,  the  net  effect  is  to  require 
European  cantpanies  to  conform 
more  closely  to.  the  Anglo- 
American  reporting  tradition.  It 
is  for  directors  to  answer  not  to 
bankers  or  the  taxman,  but  to  the 
owners  — ie,  the  market 

It  might  seem  curious,  then, 
that  the  first  objections  were 
raised  by  UK  finance  directors,  as 
reported  in  the  FT  on  Saturday. 
But  any  European  standard  is 
bound  to  be  a compromise.  UK 
companies  have  been  obliged- to 
improve  their  own  practices  by- 
the  UK’s  Accounting  Standards- 
Board  over  the  past  decade,  it  is 
scarcely  surprising  if  some  af. 
them,  at  least,  regard  the  propos- 
als as  retrograde. 

UK  companies  would  see  their 
headline  earnings  reduced  by  the 
proposals  on  deferred  tax  and  the 
amortisation  of -goodwill.  The 
case  for  th&  might  be  argued 
either  way.  Bat  the  feet  remains 
that  most  German . companies 
would  find  their  own  figures 
equally  iqrset  in  other  ways:  for 
instance,  through  the  abohtkm  of 
reserve  accounting,  whereby 
unspecified  sums  are  laid  aside 
when  times  are  good,  to  flatter 
the  results  when  they  are  bad. 

In  some  respects,  the  UK  posi- 
tion might  be  seen  as  analogous 
to  that  country’s  stance  on  the 
euro:  eager  to  influence,  but 


reluctant  to  join  in.  Uniquely,  the 
UK-  helps  to  formulate  inter- 
national standards,  but  sticks  to 
its  own  version  at  home,  ft  is  not 
a sustainable  position,  nor  does  it 
deserve  to  be. 

The  issue  of  corporate  account- 
ing needs  to  be  pot  into  its  wider 
context  (beat  things  are  expec- 
ted of  the  European  single  cur- 
rency. E Is  supposed  to  introduce 
transparency  and  accountability, 
and  force  European  institutions  - 
companies  foremost  among  them 

- to  squeeze  out  inefficiency  and 
act  more  in  the  interests  of  cus- 
tomers and  owners. 

- -That  wfil  not  happen  automati- 
cally. Granted,  companies  across 
Europe  are  befcqg  subjected  to  a 
^degree  of  hannonlsecL  inspection 
already.  The.  trig  global  brokers' 
and  Investing  houses  are  increas- 
ingly'looking  at  .the  European 
equity  market  as  a sfaigte  entity, 
and  reducing  tha  earnings  of, 
say,  French,  German  and  British 

OH  or  tebwimirmnlritBnM 

nies  to  a common  basis  for 
purposes  of  comparison. 

But  analysts’  spreadsheets  are 
ohe  thing,  ^published  accounts 
another.  K directors -are  obliged 
to  sign  off  accounts  undo- a com- 
mon standard  that  shows  their 

Id  ftTi  M^ifiaLiAriTig  tight^ 

they  wffl  sit  up  and  take  notice. 
ftytonri,  if  their  remuneration  is 
: tied  to  increases  izi  reported  earn- 
ings per  share  they  will  be  posi- 
- tivety  galvanised  into  action:  and 
a good  tiling  too. 


Helmut  Kohl,  the  German  chan- 
cellor. 

But  that  comparison  shows 
how  different  things  are  now.  Mr 
Delors  succeeded  through  a mix- 
ture of  visionary  zeal  and  politi- 
cal flair  that  cloaked  shortcom- 
ings in  his  administration  of  the 
Commission. 

The  regime  of  his  successor  has 
shown  how  . the  job  is  hedged 
around  with  restrictions  and 
institutional  constraints,  making 
it  more  drffirailt  than  that  of  most 
national  leaders. 

There  are  immediate  problems 
of  image  and  morale.  The  dash 
with  parliament  has  left  the  Com- 
misslon  braised,  under  investiga- 
tion and  fearful  of  renewed 
attacks.  Parts  of  the  Commission 
stand  accused  of  corruption,  mis- 
management and  nepotism. 

More  fundamentally,  the  Com- 
mission president  occupies  an 
ambiguous  constitutional  posi- 
tion. Unlike  a prime  minister,  be 
(and  it  has  alwayB  been  a he  up 
to  now)  has  no  power  to  dismiss 
delinquent  member*  of  the  gov- 
erning “college",  which  is  made 
up  of  himself  and  the  other  19 
commissioners.  As  primus  inter 
pares,  he  can  be  outvoted  and 
until  now  has  had  little  control 
over  the  Commission’s  agenda. 

The  president  has  no  parlia- 
mentary majority  to  back  or  sack 
him.  IAst  month's  vote  in  the 
European  parliament  was  notable 
for  the  lack  of  any  dear  group 
that  might  be  termed  the  “Com- 
mission party”.  Mr  Santer  sur- 
vived the  vote  of  censure  but  his 
position  was  not  strengthened  by 
the  ordeal 

The  president’s  position  will 
strengthen  somewhat  if,  as  prom- 
ised, the  Amsterdam  treaty  Is  rat- 
ified in  early  summer.  For  the 
first  time,  he  or  she  will  have  a 
say  over  who  joins  the  college. 
The  treaty  provision  that  mem- 
ber states  “shall,  by  common 
accord  with  the  nominee  for  pres- 
ident, nominate"  other  Commis- 
sion members  should  spare 


future  presidents  the  problem  of 
Roy  Jenkins,  president  from  1977 
to  1981,  who  was  unable  to  dis- 
lodge entrenched  Commission 
“barons"  from  their  fipfe. 

Another  clause  - stipulating 
that  “the  Commission  gball  work 
under  the  political  guidance  of  its 
president”  - could  give  the  presi- 
dent greater  control  over  the 
Commission’s  agpnda  Hie  treaty 
also  acknowledges  that  the  presi- 
dent can  reshuffle  tasks  during  a 
Commission’s  term  of  office, 
which  should  give  future  holders 
some  capacity  to  punish  incom- 
petent or  delinquent  commission- 
ers. 

But  the  Amsterdam  treaty  is 
no  panacea.  “The  danger  is  that 

‘You  need  someone 
omnipresent  with  an 
ability  to  appeal  to 
people  from  Helsinki 
to  Athens’ 


the  strengthening  of  the  presi- 
dency will  not  keep  pace  with  the 
growing  difficulties  of  the  job,”  a 
senior  official  commented.  A 
huge  amount  will  depend  on  on 
the  personality  of  the  future 
incumbent,  which  brings  us  back 
to  the  dunce  facing  the  EU’s  15 
leaders. 

In  theory,  the  leaders  should 
have  an  interest  in  appointing 
someone  of  the  highest  quality  to 
the  job.  The  Commission  presi- 
dent — unlike  the  other  members 
of  the  college  - is  automatically  a 
member  of  the  European  Council, 

the  EU’S  summit  gathering  anti 
most  exclusive  dub.  For  this  rea- 
son. there  is  an  understanding 
that  candidates  should  either  be 
former  prime  ministers  or  people 
of  prime  ministerial  calibre.  But 
past  experience  shows  that  the 
European  Council  does  not 


always  favour  individuals  with 
ideas  and  backbone. 

Gaston  Thorn  was  a weak  pres- 
ident between  1981  and  1985.  In 
1994.  Mr  Santer  was  appointed  as 
a “safe  pair  of  hands”  to  succeed 
the  powerful  Mr  Delors.  Like  Mr 
Thom,  his  fellow  Luxemhourger, 
however,  he  lacked  the  big  battal- 
ions of  a substantial  home  base. 
The  big  question,  as  the  leaders 
begin  to  consider  the  candidates, 
is:  will  they  {day  safe  again  or 
look  for  someone  more  dynamic 
than  the  unfortunate  Mr  Santer? 

Mr  Delors’  long  term  In  office 
showed  there  are  limits  to  power 
that  even  a strong  personality 
would  be  wise  to  heed.  He  was  at 
his  most  effective  between  1988 
and  1991,  when  he  was  busy  help- 
ing craft  economic  and  monetary 
union  and  could  count  on  the 
support  of  Mr  Kohl  and  Mr  Mit- 
terrand. Mr  Delors’  power 
declined  when  his  ego  grew  too 
big  and  his  ambitions  too  stri- 
dent. 

With  hindsight,  it  is  clear  that 
Mr  Delors  also  stacked  up  prob- 
lems for  his  successor.  Following 
the  collapse  of  communism,  Mr 
Delors  pushed  the  Commission 
into  accepting  more  and  more 
tasks.- Many  of  these  were  in  the 
nn familiar  territory  of  eastern 
Europe,  and  its  relatively  small 
bureaucracy  of  about  16.000  was 
ill  prepared  for  the  job. 

Mr  Delors  failed  to  prepare  the 
Commission  for,  its  new  manage- 
ment role.  Together  the  Delors 
and  Santer  years  have  shown 
that  the  president  has  to  be 
firmly  in  charge  of  the  bureau- 
cratic machine  and  have  a good 
chef  de  cabinet  running  his  pri- 
vate office  as  well  as  good  rela- 
tions with  the  Commission  sec- 
retary-general in  charge  of  the 
permanent  civil  service. 

Looking  beyond  Brussels,  the 
next  president  will  be  less  able  to 
count  on  the  robust  Franco- 
German  support  that  under- 
pinned Mr  Delors’  authority.  To 
compensate,  the  new  president 


will  have  to  be  skilled  at  using 
the  media  to  communicate  effec- 
tively - something  Mr  Santer  has 
conspicuously  lacked.  “You  need 
someone  who  is  omnipresent  - 
with  an  ability  to  appeal  to 
people  from  Helsinki  to  Athens,” 
one  Eurocrat  observes. 

So  who  might  that  be? 

Although  Mr  SchrCder  is  main- 
taining a German  claim  on  the 
job,  the  odds  are  on  a southern 
country  - meaning  Spain  or  Italy 
- providing  the  next  president  (it 
is  considered  their  turn). 

Plenty  of  names  have  already 
come  and  gone.  Felipe  Gonzalez, 
the  former  Spanish  prime  minis- 
ter, was  the  frontrunner  last 
summer.  Antonio  Guterres,  the 
Portuguese  leader,  has  ruled  him- 
self out  of  the  race.  Romano 
Prodi,  the  former  Italian  prime 
minister,  appears  to  be  focusing 
his  ambitions  on  resuming  hia 
career  in  domestic  politics. 

Ginliano  Amato,  a former  Ital- 
ian prime  minister,  has  some 
support  although  his  former 
close  ties  with  Bettjno  Craxi,  the 
disgraced  former  Socialist  leader 
living  in  Tunisian  exile,  could  be 
a handicap. 

Javier  Solana.  the  well-re- 
garded Spanish  secretary- 
general  of  Nato,  is  perhaps  the 
hottest  tip  of  the  moment 

But  old  Brussels  bands  warn 
against  jumping  to  conclusions 
before  the  real  horse  trading  gets 
undo-  way.  The  post  of  Commis- 
sion president  may  yet  become 
enmeshed  in  the  complex 
“Agenda  2000”  negotiations  on 
the  future  shape  of  the  EU’s  bud- 
get, farm  spending  and  structural 
funds. 

Vanity  and  egos  will  inevitably 
play  their  part  As  one  veteran 
EU  diplomat  observed:  “You  need 
someone  of  superhuman  capabili- 
ties to  be  Commission  president 
But  if  you  ever  found  such  a per- 
son, the  heads  of  government 
would  reject  the  candidate 
because  they  are  not  super- 
human.” 


On  euro  tiptoe 


OBSERVER 


This  week  the  UK  government  is 
expected  to  set  oat  - a plan  for 
joining  the  euro-zone.  But  anx- 
ious voters  can  stay  calm,' 
because  ministers  are  still  hedgj-: 
ing  their  bets.  .....  : .. . 

The  plan  should  explain  wfaafc 
must  be.Gkme  between  declaring}; 
aw  engagement  and  celebrating 
the  union  — and  bow  long  fids' 
will  take.  But  th»  govenmnnl 
now  needs  to  say  more. 

In  a paper  in  October  Z987i  tod  '■ 
Treasury  explained  its  five;  eco- 
nomic tests  for  embracing 'the 
euro.  But  there  Is  also. ;&  sixths 
over-arching  test:  the  state  iff 
public  opinion.  Cleariy,  no 
amount  Wecqnqroic  copflettgahce 
could  take  the’ UK  inti* tfiqsj&gB 
currency,  ff  a referendum  TWEeto 
decide,  against  it.  ; 

Faced  with  this  dtifiodty.  Tony. 

Blair,  the  prime  minister,  hopes, 
that  pressures  from  busme6S,end' 
a -general  recognition  of  a-fatt 
accompli  in  the  eurozone, 
fchift  the  poSs  towards ^ Jcd^u^. 
Uiere  is  some  evidence  that-  tins  - 
is  hflPPOT,lT>ff  But  the  pritM  mto- 
Ister  should  now  take  a. moire 
decisive  approach.  EBusiness 
attitudes,  the  pubhc  mood'  and 
market  conditions  canid  all  be 
influenced  by  a political 

First  businesses  will  prapn*.... 
more  vigorously  for  the  event  ff 
they  think  it  w®  happen.  Sec- 
and,  ns  the  recent  history  ofitMy 
and  Spain  shows,  .markets  can 

hdp  to  bring  about  converpac* 
when.  they',  see.  a .political. 


Inevitability.  And  the  UK  govern- 
ment can  help  to  bring  its  inter- 
est rates  down  to  euro  levels  by 
maintaining  a tight  fiscal  stance. 
Third,  Mr  Blair,  znpre  than  most 
prime  ministers,  iris  the  popular- 
ity  apd  persuasiveness  to  shift 
-attitudes  if  be  rea fly  wants  to. 

Now  is  a good  time  to  start  Of 
the  five  etenomic  teris,  fhe''dec4- 
sjve  QDfr  lB-that  of  economic  con- 
vergenct  . Since  the  Treasury 
paper  was  written,  the  UK  econ- 
omy has-:,  moved*  significantly 
closer  to  ti&tt  of  the  euro-zone:  ft 
Tis  true  tiri£ .the  UK  remains  near 
; ; ihe 'top i ’a£tts' ^ business  cyde,  wtih 
touch  lowOr  uBffltiploymfint  than 
on  the  Continent;  but  its  econ- 
; joby  is  no  longer  growing  fester 
. than  its  long-term  trend  raie.  lt 

may  soon  4bw  dowrrtaaboui  the 
same  pace  as. that. of  the  euro- 
. zone. 

- - Itojgfeim  bond  yields  in  the 
' UK  are  a little  more  tfem  half  a 
. percentage  point  above  those  In 
Germany,,  compared  with  a 1% 

; pcanfc  gap  in  199&97.  The  UK  base 
interest  rate,  at  5A  per  cent,  has 
fallen  steeply  towards  the  euro 
rate  of  Jpef  cent.  And  UK  annual 
■jjtffetion^Qri  a harmonised  index, 
fc^biiy  about  L5  per 'cent  comp 
. psrbd  with  0£  per  cent  for  the 
ffrirrayyte:  Low  inflation  could  be 
a hig  tie^?  in  clearing  a path  to 


'Mother  respects,  a gap 
ltoifrito^  but  it  lotiks  now  as  if  ii 
-aharild  be-  bridged.  Mr 
say  so  loudly. 

'■\TZ ' f 


Watching  the 
Euro-watchdogs 

Fraud-busting  the  Europecm  way 
is  oertaWy  a lucrative  business. 

I The  five  members  of  the  comit6 
i des  sages  appointed  to 
faivestigate  dabhs  of  bungOng 
.and  sfraze  in  the 'European 
Commission  wffl  pick  up  some 
useful  pocket  money  for  their 
pains. 

The  investigators,  brought  in  as 
part  of  a deal  to  avoid  a censure 
vote  on  the  Commission  by 
European  members  of ' 
•parliament,  are  being  paid  a. 
handy  ftttte  monthly  honorarksn, 
plus  general  expenses  and  a 
, drily  working  aflowance.  That 
works  out ^at  an  annual  rate  of  . 
nrotmd  €238,000  - though  their 
jobs  wont  take  a year  - which 
would  be  rather  more  than  the 
Commissioners  earn. 

Thtifive  men  are,  in  any  case, 
hardly  flavour  of  the  monfli  ' 

everywhere  In  Brussels,  accused . 

by  some  MB?s  of  befog 
toothless  former  European  Union 
officials,  too  closely  associated 
with  the  Institution  they're  now 
examining.  There’s  been  . 
fluttering  offstage  about  one  or 
two  of  them  o'  partictdqr,  effing 
their  alleged  fondness  for  the 
Stile  luxuries  of  tife 

Mind  you,  ihe  odd  indulgence 
may-notbetotaByaflepto  MB’s 
foemsghfes.  Accortfingfothe 
Btfopean  Court  of  Aud&ps,  by 
ttw  jinft.thes^ra  picked  up  foeir 


allowances,  a commissioner's 
€1 93 , OOO-a-year  salary  looks  like 
small  change. 


Foot  down 


MBan  Beto,  Serbian 
entrepreneur,  former  privatisation 
minister  and  current  boss  of 
state-owned  carmaker  Zastava, 
appears  to  be  leading  by 
example.  He’s  forsaken  his  smart 
Audi  for  a Yugo,  the  butt  of  many 
motoring  jokes  the  world  over.  “I 
urge  all  my  colleagues  to  sell 
their  cars  and  drive  a Zastava,” 
Beko  earnestly  proclaims  from 
the  driving  seat  of  his  inaptly 
naned  Yugo  Florida. 

tn  Kragujevac,  an  industrial 
town  in  central  Serbia  baefiy  hit 
by  international  sanctions,  Beto 
is  having  some  success  in 
turning  Zastava  mound. 
Production  Is  nowhere  near  the 
annual  200,000  output  achieved 
in  the  company's  best  years  but 
stB  well  up  on  the  few  thousand 
made  In  1998.  Now  Serbs  can 
buy  a Yugo  without  waiting  for 
around  $4,000- 

While  Peugeot  appears  to  have 
dropped  out  of  the  running,  Fiat 
- a former  Zastava  partner  - is 
stffl  interested  in  a deal  that 
would  allow  the  Serbian 
'company  to  assemble  the  Fiat 
Uno  from  kits  imported  from 
Italy.  Beko  is  holding  out, 
however,  for  an  agreement  that 
would  allow  Zastava  to  produce 
the  entire  car. 

One  bit  of  the  business  that 
needs  no  help,  however,  is  the 


weapons  factory  next  door  - also 
under  Boko's  management.  Last 
week  it  trumpeted  a new  product 
- the  M-93  multiple  grenade 
launcher,  said  to  be  ideal  for 
combatting  “terrorists”  and  ready 
for  export 


Air  rage 


If  anyone  thinks  plain-speaking 
has  gone  out  of  fashion,  they 
should  head  for  the  US  District 
Court  in  Wichita  Falls,  north 
Texas,  where  Judge  Joe  Kendall 
will  set  them  straight 

Finding  the  Allied  Pilots 
Association  in  contempt  of  court 
over  its  recent  10-day  “sick  out" 
at  American  Airlines,  Judge 
Kendall  said  the  union  “seems 
determined  to  fly  American 
Airfares  into  the  side  of  the 

mountain,  taking  themselves,  the 

company,  their  co-workers  and 
their  customers  with  them”. . 

The  pilots  were  asking  for  pay 
increases  for  150  of  their 

colleagues  due  to  be  promoted 
after  American’s  acquisition  of 
Reno  Air,  a small  west  coast 
carrier.  Weighing  in  to  them,  the 
judge  warned  that  if  their 
disruption  continued,  “all  the 
assets  of  the  union,  including 
their  strike  war  chest,  will  be 
capable  of  being  safely  stared  in 
the  overhead  bin  of  a Piper 
Cub'. 

Kendal!  intoned:  “When  the 
pitch  b ‘pay  us  what  we  want  or 
we  will  cost  you  more’,  it’s  the 
type  of  negotiation  one  usually 
sees  when  doing  business  with 


one  of  the  Five  Families  in  New 
York.”  Stop  pussyfooting,  judge. 
Why  don't  you  tell  us  what  you 
reafly  think. 

Farming  furore 

So  what  does  European 
agriculture  minister  Franz  Rschler 
think  about  today's  planned 
siege  of  Brussels  by  30,000 
fed-up  farmers?  Asked  for  a 
response  to  a day  of  action 
against  his  reforms,  he  contents 
himself  with  a loud  snort  as  he 
blows  his  nose. 

But  he  Insists  he's  taking  the 
demonstration  very  seriously, 
knows  the  tanners  are  frustrated 
• and  emphasises  they  have 
everything  to  gain  from  his  plans. 
Farm  product  prices  win  fall  but ' 
Fschler  argues  they’ll  be  more 
than  compensated  through  direct 
payments  and  an  expansion  of 
exports  and  production. 

Tell  that  to  the  land  army 
expected  to  turn  up  to  make 
themselves  felt  and  heard  as 
farm  ministers  meet  to  agree  a 
package  of  reforms  based  on 
FIschler's  proposals.  Such  is  the 
expected  chaos  that  up  to  5,000 
armed  police  officers,  supported 
by  motorised  water  cannons,  will 
be  on  duty. 

So  who's  getting  the  most 
steamed  up?  Around  15,000 
protesters  are  expected  from 
France,  10,000  from  Germany 
and  5,000  from  Belgium.  As  for 
the  British,  about  35  are 
expected  Presumably,  they’re 
too  poor  to  afford  tha  fare. 


100  years  ago 

A Dubious  Offer  Entangles 
Royal  Personages 
What  a sensational  story  could 
be  told  if  the  secrets  of  the 
courts  of  Europe  were 
revealed  in  the  daily  press!  A 
London  Arm  is  advertising 
single-stone  diamond  rings  for 
five  shillings  (£0.25)  “as 
supplied  by  us  to  His  Imperial 
Majesty  the  Emperor  of 
Germany,  His  Royal  Highness 
the  Prince  of  Prussia,  Her 
Royal  Highness  Princess 
Hermann  of  Saxe  Weimar,  the 
nobfllty,  celebrities  etc.”  We 
must  therefore  suppose  that 
the  crown  worn  by  the 
German  Emperor  cost  at  least 
half  a sovereign  (£0.50). 

The  Plague  In  India 
Bombay,  21st  Feb.  The  latest 
reports  from  the  goldfields  in 
Mysore  show  that  the  plague 
there  has  increased  and  is 
continuing  to  spread  in  spite 
of  strenuous  precautionary 
measures.  The  panic  among 
the  coolies  continues,  and  the 
Mysore  mine  presents  a 
desolate  appearance  owing  to 
the  exodus.  Only  the 
Ribbtesdale  and  Crocker’s 
shafts  are  still  working.  The 
disease  is  also  spreading  to 
the  Champion  Reef  mine,  the 
Reuters  agency  reports. 
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A late  call 


US  steps  up  pressure  on 
Serbs  and  ethnic  Albanians 


; «*-.  !2 
Li- 


y .. 


Olivetti  should  have  bid  for  Telecom  Italia 
four  months  ago.  In  October,  its  target 
was  a laughing  stock  after  a year  of 
boardroom  battles.  The  prospect  of  bring- 
ing in  Olivetti’s  cost-cutting  chief  execu- 
tive Roberto  Colaninno.  and  an  offer 
worth  €10  a share  might  just  have  been 
tempting  at  that  time.  Now,  with  the 
highly  respected  Franco  Bernahe  In  the 
saddle  and  Telecom's  share  price  at  €9, 
the  proposed  bid  looks  underwhelming.  A 
premium  of  10  per  cent  will  not  be  enough 
to  win  this  battle,  particularly  since  Tele- 
com still  trades  on  a deep  discount  to 
other  European  telecoms  operators. 

Olivetti  will  have  to  increase  its  offer  If 
it  is  serious.  Given  the  huge  amount  it 
plans  to  borrow,  that  might  seem  impossi- 
ble. But  Telecom's  strong  cashflow  and 
the  opportunity  to  strip  its  assets  mean 
that  some  increase  should  be  flnanceable. 

That  points  to  the  most  obvious  way  for 
Telecom  to  defend  itself  - by  taking  a leaf 
out  of  Olivetti's  book.  Telecom's  balance 
sheet  is  seriously  undergeared.  It  could 
rapidly  add  value  far  shareholders  by 
increasing  debt,  thereby  slashing  its  tax 
charge.  One  option  would  be  to  buy  back 
shares;  another  would  be  to  buy  in  the 
minority  stake  in  Telecom  Italia  Mobile 
(Tim),  its  mobile  telecoms  subsidiary. 
Indeed,  such  a manoeuvre  would  under- 
line the  industrial  weakness  in  Olivetti's 
plan,  which  envisages  selling  down  the 
Tim  stake. 

With  luck,  shareholders  will  be  allowed 
to  decide  this  battle  on  its  financial  mer- 
its. But,  as  always  in  Italy,  there  are  wor- 
ries about  interference.  For  a start,  the 
government  is  siding  with  Olivetti.  This  is 
inappropriate  given  that  Telecom  is  sup- 
posed to  be  a privatised  company.  Then 
there  is  the  involvement  of  Mediobanca, 
the  shadowy  Milanese  investment  bank, 
in  financing  Olivetti's  bid.  For  all  the  talk 
of  Mr  Colaninno  representing  the  modem 
face  oF  Italian  capitalism,  this  smells 
much  like  the  old  way  of  doing  things. 


US  30-year  Treasury  bond 
YteKPU 


SmxDBUUMm 


E50bn.  Ever  since  Unilever  obtained 
nearly  £5bn  from  Imperial  Chemical 
Industries  for  speciality  chemicals  in  1997, 
It  has  struggled  to  spend  it  Its  biggest 
acquisition,  of  a Brazilian  ice-cream 
maker,  was  less  than  £600m  - roughly  the 
amount  added  to  the  cash  pile  each  year. 

Unilever  does  not  need  to  sit  on  any 
cash.  It  could  buy  in  10  per  cent  of  its 
equity  and  then  Spend  up  to  ESbn  on  the 
likes  of  Reckttt  & Caiman  without  over- 
stretching. Interest  costs  would  be  cov- 
ered about  five  times  by  £3bn  operating 
profits.  If  It  spots  a really  big  deal  and 
needs  to  issue  shares,  investors  will  back 
a convincing  case.  Meanwhile,  its  paper 
should  have  been  enhanced  by  an  effi- 
cient balance  sheet. 


Stalled  Kosovo  peace  . negotiations  extended  until  tomorrow 


By  David  Buchan  in  RambcxilM 
and  Guy  Dtamora  to  BsfgraA 


cent  And  for  good  reason.  US  economic 
growth  continues  to  exceed  all  expecta- 
tions. While  the  service  sector  has  not  yet 
slowed  down,  it  looks  as  if  manufacturing 
is  already  picking  up  again.  Industrial 
production  has  risen  for  four  months  in  a 
row,  and  last  week's  1 □ wer-than-expectod 
trade  deficit  showed  exports  to  Asia 
strengthening  too.  With  first-quarter 
gross  domestic  product  growth  likely  to 
emerge  at  a robust  3 per  cent,  hopes  of 
easier  monetary  policy  have  faded.  Some 
Wall  Street  economists  are  even  starting 
to  mutter  that  the  Federal  Reserve  will 
raise  interest  rates  in  May  or  June. 

That  may  be  too  pessimistic.  Friday’s 
figures  show  that  Inflation,  at  L6  per  cent, 
remains  benign.  Meanwhile,  supply  and 
demand  for  bonds  is  improving  all  the 
time  as  the  size  of  the  federal  budget 
surplus  is  revised  upwards.  And  the 
recent  strengthening  of  the  dollar  will 
attract  overseas  funds  back  into  the  mar- 
ket, especially  since  10-year  Treasuries 
are  now  yielding  50  basis  points  more 
than  UK  gilts.  But  those  longer-term  posi- 
tives are  likely  to  be  outweighed  by  the 
strong  economy.  Expect  yields  to  grind 
higher  for  now. 


Accounting  standards 


US  bonds 


Unilever 


The  mare  vigorous  the  US  economy,  the 
gloomier  the  Treasury  market.  Since 
October,  when  the  flight  to  safety  pushed 
US  bond  yields  to  new  lows,  the  yield  on 
10-year  notes  has  risen  by  90  basis  points 
to  more  than  5 per  cent,  while  the  long 
bond  is  once  again  flirting  with  5 ‘A  per 


About  time  too.  The  only  good  excuse 
For  Unilever  not  doing  a share  buy-back 
has  been  Dutch  tax  law.  Now  that  this 
barrier  is  breaking  down,  its  inhibitions 
should  too.  But  £lbn  would  be  niggardly 
for  a company  with  nearly  £4bn  in  the 
bank  and  a market  value  approaching 


The  accountants  have  a vision.  One  day 
every  quoted  company  in  the  world  will 
produce  accounts  under  the  same  stan- 
dards. Investors  and  analysts  will  be  able 
to  compare  “apples  with  apples",  with 
minimal  adjustment  of  completely  trans- 
parent company  accounts.  Nirvana  may 
be  only  a few  years  away:  the  Interna- 
tional Accounting  Standards  Committee 
is  working  on  it  The  final  showdown  will 
involve  getting  the  SEC,  the  US  stockmar- 
ket  regulator,  to  allow  companies  to  use 
international  accounting  standards  to  list 
in  New  York. 

Meanwhile,  creation  of  the  single  mar- 
ket has  brought  issues  to  a head  in 
Europe.  So  far,  international  harmonisa- 
tion has  had  the  greatest  impact  on  Conti- 
nental companies,  forcing  more  disclo- 
sure. Where  the  UK  differs  - on  deferred 
tax,  pensions  and  goodwill  - the  claim  is 
that  it  does  so  for  good  reason.  Although 
a suspicion  lingers  that  UK  companies  are 
chary  of  anything  that  depresses  earn- 
ings, they  have  accepted  sweeping 
accounting  reforms  in  the  1990s. 

No  doubt  a series  of  compromises  w£D 
follow,  and  the  UK  Accounting  Standards 
Board  may  well  sway  the  IASC  on  some 
issues.  Once  there  is  consensus  outside 
the  US,  that  final  resolution  can  be  : 
thrashed  out.  A Brussels-based  regulator 
might  help  drive  forward  euro-zone  com- 
pliance with  international  standards,  but 
the  main  forum  must  be  the  IASC  an 
which  the  US  and  UK  will  maintain  a 
strong  voice. 


The  US  criticised  both  Serbian  and 
ethnic  Albanian,  negotiators  yester- 
day for  blocking  a deal  in  the  Kos- 
ovo peace  talks,  which  are  due  to 
end  tomorrow. 

After  foreign  ministers  of  the  Con- 
tact Group  of  mediating,  countries 
extended  the  stalled  negotiations  for 
a further  three  days  past  a Saturday 
deadline,  Madeleine  Albright,  the  US 
secretary  of  state,  retained  to  the 
Rambauillet  chateau  near  Paris  to 
step  up  the  pressure  on  both  sides. 

The  US  and  other  Nate  countries 
have  threatened  that  they  will 
launch  air  strikes  against  Yugo- 
slavia if  the  Serbian  side  is  to' blame 
for  thwarting  the  2V?rweek  negotia- 
tions. 

But  yesterday  Mrs  Albright,  who 
expressed  confidence  over  the  week- 
end at  persuading  the  Albanian  side 
to  sign  a political  agreement  giving 
Kosovo  substantial  self-government, 

expressed  exasperation  with  the 
Albanians  as  well  as  the  Serbs. 


Speaking  on  the  CNN  television 
network,  the  US  secretary  of  state 
said  that  Nate  would,  not  carry  out 
Its  banifong  threat  if  the  Albanians 
continued,  to  insist  on  an  eventual 
referendum  on  independence.  “We 
never  said  there  would  be  bombing 
of  the  Serbs  if  there  was  a No 
answer  from  the  Albanians,"  she 
said. 

Mrs  Albright  said  over  the  week- 
mid  it  was  only  because  the  Alba- 
nian, aide  had  asked  formers  time 
that  she  bad  bowed  to  pressure  from 
mediators  and  the- five  European 
members  of  the  Contact  Group  to 
extend  the  negotiating  deadline. 

Her  remarks  underlined  the 
degree  to  which  the  US- has  overesti- 
mated its  leverage  on  the  Albanians, 
as  well  as  the  Serbs.  The  US  In  par- 
ticular had  wanted  a quick  agree- 
ment from  the  Albanians  in  order  to 
make  the  bombing  threat  more  cred- 
ible to  Belgrade. 

After  spending  nearly  three  hours 
with  Albanian  negotiators,  Mrs 
Albright  had  another  meeting  with 
Milan  Mllutinovic.  the  Serbian  presi- 


dent,' at  RamboufileL  The  Serbian 
leader  maintained  Belgrade®  strong 
opposition  to  any  Nato-led  peace* 
keeping  force. 

Healso  accused  Nato,  and  particu- 
larly the  US.  of  playing  “Mickey 
Mouse  games'*  over  the  question  of  a 
peacekeeping  force,  an  Issue  which 
he  said  Washington  was  using  to 
distract  attention  from  continuing 
Albanian  objections  to  the  political 
autonomy  deal  being  negotiated  at 

Rambouillet 

in  Belgrade,  , the  pro-government 
media  yesterday  claimed  the  Serbian 
delegation  had  saved  the  political 
negotiations  from  breaking  down. 

France,  Britain  and  the  US  have 
troops  ready  to  move  into  Kosovo,  as 
the  advance  guard  of  an  eventual 
30,000-strong  Nato  peacekeeping 
force,  very  shortly  after  any  agree- 
ment at  Rambouillet,  Nato  has  also 
assembled  an  aerial  armada  of  war- 
planes In  Italy  and  the  Adriatic  to 
launch  bombing  strikes  if  the  talks 
end  in  failure. 
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India  and  Pakistan  end  summit 
with  pledge  to  hold  more  talks 


•** 

■ \ 4r»gP..« 

. : 


By  Mark  Nicholson  and  Farhan  Battari 
in  Lahore 
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India  and  Pakistan  yesterday- 
pledged  to  step  up  efforts  to  solve 
bilateral  disputes  following  the  first 
visit  tor  an  Indian  prime  minister  to 
Pakistan  in  a decade. 

The  most  substantive  bilateral 
summit  between  Indian  and  Paki- 
stani leaden  in  almost  30  years 
raided  with  a pledge  to  begin  talks 
on  security  to  build  confidence  fol- 
lowing both  countries’  nuclear  test 
explosions  In  May  last  year.  They 
said  confidence-building  measures 
would,  include  giving  each  other 
advance  warning  of  any  ballistic 
missile  tests. 

But  while  full  of  positive  symbol- 
ism and  friendly  rhetoric  the  sum- 
mit proved  to  be  short  of  specific 
measures  to  address  differences  that 
have  dogged  relations  between  the 
two  countries  for  more  than 
50  years. 

Mr  Atal  Bihari  Vajpayee,  India’s 
prime  minister,  said:  Tve  bean  hare 


24  hours  Tand]  1 feel  that  in  those 
24  hours,  the  distance  between  Delhi 
and  Lahore  has  become 
Mr  Vajpayee  was  greeted  by  Mr 
Nawaz  Sharif,  his  counterpart,  at  the 
Wahga  border  post  on  Saturday 
while  inaugurating  the  first  bus  link 
between  the  two  countries  since 


Mr  Vajpayee’s  unexpected  decision 
earlier  thin  mrvrrth  to  Inaugurate  the 
route  in  person  catapulted  the  event 
into  becoming  an  impromptu  sum- 
mit, which  both  leaders  grasped  as 
an  opportunity  to  inject  political  will 
info  a dialogue  that  has  faltered  in 
the  wake  of  the  ntudear  tests. 

In  speeches  over  the  weekend, 
both  leaders  stressed  their  desire  to 
avoid  nuclear  conflict  and  address 
bilateral  differences  more  vigor- 
ously. 

Mr  Sharif  told  a press  conference 
that  tiie  summit  reflected  “an  ear- 
nest desire...  to  turn  a new  leaf  in 
the  chapter  of  India-Paklstan 
relations”.  Mr  Vajpayee  said: 
“We,  should  walk  together,  but  the 


steps  should  become  faster.”  In  a 
short  “Lahore  Declaration",  the  two 
leaders  said  they  shared  a “vision  of 
peace  and  stability”  while  also  rec- 
ognising that  their  new  nuclear  sta- 
tus “added  to  their  responsibility  for 
avoidance  of  conflict". 

The  two-page  document  promised 
that  both  sides  would  “intensify 
efforts"  to  resolve  all  issues  includ- 
ing the  intractable  dispute  over 
Jammu  and  Kashmir,  over  which 
the  two  Bides  have  fought  two  of 
their  three  wars. 

- Each  promised  to  “refrain  from 
intervention  and  interference  in 
each  other’s  Internal  affairs",  to  take 
“immediate  steps”  to  cut  the  risk  of 
accidental  nuclear  war;  and  to  Inten- 
sify their  dialogue. 

They  agreed  to  upgrade  talks 
begun  after  their  nuclear  tests  to 
ministerial  status.  Sartaj  Aziz,  Pakis- 
tan's foreign  minister,  said  the  talks 
wen  likely  to  take  place  in  Delhi 
next  month. 


'T*  -.4  V 

\s-.  ■ I '*  ’.*--4***.  I 

fcs'xcftf  to  rale  bund* 


Hr  -i  • '■  •■*•■*--**  • 


■-w  : : ••  • ■**  m 


assets  !:  poM  fowr  fffl 


Journey  to  reconcflbtkm,  Pago  3 


' :u  : ■ 





Directory  of  onltae  services 
via  FT  Electronic  Publishing 


15 


pressure  on 

flic  Albany 


GO  PUBLIC 

In  tht.'  1 niu-d  Mutes 


”*  **~*T~~:*‘  **  nrfli-rtT  nfTirrnmlni. 

FUBLKXY  TRADED  IN  THE  U.S  JL 
SEC  Registered  PiWe  Company  Merger  ■ 

r “CiWoinizfd  Rrgatercd  Spinoff”  forcoowMe* 

ttal  dent  nvl  to  be  US.  caqmnthm. 
www.BKLeom  fovkarUnfaPierce  MU 
iiATcioiossfreaao  Fmonnssg-ffias 


FINANCIAL  TIMES 


your  business  web  site  ■ 


©THE  IMMCttL  IMS  UNDSD  MB 


MONDAY  FEBRUARY  22  1999 


Week  8 


Portugal 


www.pcrtagalctter.ccm 


OHS  ... 

fta  t***  sv.  ,.»v  . 

(Sfa •*  ^ 

-«r«* 


• s' 


r**PT  “v  4 
„■*.  r 

**.  *-.L  •' 


--  t«  piai 

A*  ilU**  t T^g  .t  : A 


'W  -1^* ‘***11141  * ' 


»'  ■ 

tow  i is  .•  > , 

*-«*-»<*  vr~, 

*•»  IV  i 1 si*. 

* * **- 

* *•*«. 

t 


t;. 


. * 


. , ■ -*» 
■* ■ .tv 

w '‘‘5 
'V-. 


V ■'■'! 
r ■ * :U 
■ **r 

■ • Ik  ■ 


■ **t**':«?*i-.  -. 

MUM*  WW-.-+  »:•• 

it  f 

i*r_  tj  

Stan  end  summi 
told  more  talks 


M*#!»  W>  * **- 


vp*  '- 

MW  Hfca  S»  - 

#*■  f 


■>5. 

-C 


-fn  — . ■ 

0h  *Ht  '■< 

'jilfMimfri  r.  i=*  < — 

*8  V»r  r'  c'  • - 

k faMfa ■■  r- 

WMMtoCr-r'-  - •■ 

**■« 


WWW  % *«* 


. ft--  ■»  »■  1 fr. . 


ft  jpnw  -i«wi  •••< 

* *9».  * *»♦  « • 

M#- 

VMiyw-r** 


v 

\ •"■w 


mv<  ..  t-'V1  •«’r  SjrS 


to 


0 


INSIDE 


Greenspan  testifies  to  Congress 

Alan  Greenspan,  Federal  Reserve  chaintian,  will 
deliver  his  semi-annual  Humphrey-HawWns  con- 
gressional testimony  on  Tuesday  and  Wednee- ' 
day.  Analysts. expect  him  to  present  a balanced 
outlook  for  the  US  economy,  showing  the  Fed’s 
caution  about -strong  domestic  growth  and  tight 
labour  markets  and  the  fragile  international  pic- 
ture. Markets  week.  Page  20 

Euro  faces  pressure  from  dollar 

Currency  analysts 
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befieve  the  euro  wilt 
come  under  further 
pressure  after  Satur- 
day's G7  summit, 
which  called  for  aH 
countries  to  do  their  bit 
to  stake  up  demand. 
Thta  may  force  the  .- 
European  central  bank 
to  cut  interest  rates, 
making  the  euro  vulner- 
able a^dnst  the  dollar. 
By  the  end  of  last  week  ft  was  nearing  the  key 
$1.10  exchange  level  Currencies,  Page  22 

HSBC  to  outline  Aslan  debt  exposure 

HSBC  Is  today  likely  to  reveal  that  bad  debts  in 
the  Asia-Pacific  region  have  risen  further  in  the 
second  half,  while  loan  loss  provisions  will  bear 
heavily  on  profits.  Companies  diary.  Page  20 

Eyes  on  French  and  German  data  - 

European  equity  markets  will  pay  more  attention 
than  usual  to  this  week's  economic  figures, 
especially  any  sign  of  continuing  weakness  in 
France  and  Germany.  The  market  has  been 
unsettled  by  the  steady  stream  of  weak  data  in 
Europe,  in  particular  last  week's  news  that  Ger- 
man gross  domestic  product  had  declined  In 
.the  last  quarter  of  1998.  Euro-zone,  Page  23 

Emerging  markets  tempt  with  yields 

Emerging  market  governments  are  cashing  in 
on  the  growing  search  for  yield  by  European 
investors  with  a spate  of  debut  bond  issues  in 
the  euro.  Although  the  amount  of  emerging 
market  debt  Issued  in  dollars  still  exceeds  that 
In  euros,  many  emerging  markets  are  keen  to 
estabfish  a benchmark  early  In  the  Sfe  of  the 
new  currency.  Emerging  markets.  Page  19 

Banks  forced  to  issue  bonds 

Whether  the  £1  bn  ($1.63bn)  mortgage-backed 
bond  launched  last  week  by  Abbey  National, 
the  UK  bank,  wUI  lead  to  cheaper  mortgages  is 
debatable,  but  It  casts  a spotlight  on  the  grow- 
ing asset-backed  market  Several  factors  are 
boosting  demand.  Mortgage  banks'  margins  are 
under  pressure  because' of  strong  competition 
for  k»m;  managements  are  keen  to  boost 
shareholder  value  and  return  on  capital;  and 
competition  for  defto^ifrqm  non-b^  rivals  * 
means  banks  need  to  seek' funds  from  kiss  tra- 
ditional sources,  fentsmotiorari  bonds,  Page  18 

Glba  expected;  to  post  lower  profits 

Switzerland's  Cfoa  Specialty  Chemicals,  which 
terminated  a proposed  merger  with  rival  Cferiant 
last  year,  Is  expected  to ^pdst  lower  results 
tomorrow  because  of  Increased  competition  in 
world  specialty  chemical  markets  and  adverse 
currency  factors.  Companies  diary,  Page  20 


FT  GUIDE  TO;  THE  WEEK 
- full  listings  Page  32 

WORLD  CRACKDOWN  ON  CORRUPTION 

Al  Gore,  US  wce-prasktent,  chairs  the  first 
global  conference  devoted  to  fighting  corruption 
on  Wednesday.  It  wH  be  attended  by 
representatives  of  79  governments  and  scores 
of  fntemationaJ  organisations. 

US  FINANCIAL  REFORM 
The  US  Senate  banking  committee  Is  expected 
to  review  a new  WH  to  reform  laws  demanding 
separation  In  the  financial  services  sector  on 
Thursday.  Congress  has  tried  to  reform  the 
Depression-era  laws,  for  more  than  20  years.  . 
IRANIAN  LOCAL  ELECTIONS 
Municipal  elections  open  In  Iran  on  Friday,  the 
first  since  the  Islamic  revolution  Ih  1979,  Local 
councils  wtti  be  given  more  powers  In  a move 
seen  sb  a big  step  towards  greater  democracy. 
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CONTINENTAL  EUROPE'S  LARGEST  BANK  AIMS  TO  UNIFY  GROUP  AND  CUT  COSTS 


UBS  to  integrate  global  operations 


By  Bay  Harris, 

Banking  Correspondent 


DBS,  continental  Europe’s 
largest  bank,  Is  planning  to 
integrate  its  worldwide 
operations  in  an  effort  to  save 
costs  and  materltna  the  unity 
of  the  group-. 

The  Integration  plan  win  he 
announced  next  month  with 
the  Swiss  hank’s  1998  results. 
A wffl  curb  the  relative  auton- 
omy enjoyed  by  its  Warburg 
DUkm  Read  investment  bank- 
ing and  DBS  Brinson  asset 
wBmaggmmt  arms. 

UBS'S  foP  hsra 

been  persuaded  that  the  reve- 


nue gains  already  achieved  by 
these  businesses,  as  well  as 
private  banking  and  the  Swiss 
retail  banking  network,  need 
to  bematched  by  similar  bene- 
fits on  the  cost  side. 

The  plan  is  being  pot  for- 
ward after  a painful  year  for 
DBS,  which  was  created  by  the 
merger  of  Swiss  R*mk  Corpora- 
tion and  Union  Bank  of  Swit- 
zerland. Inadequate  risk  con- 
trols, manifested  by  losses  on 
derivatives  and  exposure  to 
tbs  US  hedge  fond  Long-Term 
fiwpttaii  vfn ti agpmow t resulted 
in  the  departure  of  Mathis 
CabiaHavetta,  chairman,  and 
three  other  senior  executives. 


In  Switzerland,  a tighter 
approach  to  credit  and  the 
prospect  of  job  losses  through 
rationalisation  of  the  retail 
network,  coming  on  top  of  the 
foreign  misadventures,  have 
soured  opinion  about  the  bank. 

In  January,  the  bank  con- 
firmed that  the  risk  profile  of 
WDR  had  been  reduced  in  the 
wake  of  the  LTCM  involve- 
ment, a legacy  of  the  pre- 
merger  DBS  which  led  to  a 
SFr98*n  (8715m)  charge. 

Decisions  wfQ  now  be  more 
centralised,  although  UBS  will 
insist  tt  should  not  be  seen  as 
an  assertion  of  Swiss  control 
over  International  operations. 


Integration,  however,  is 
likely  to  entail  further  job 
losses.  It  will  also  pose  chal- 
lenges for  management  accus- 
tomed to  a more  devolved 
style,  especially  at  the  old 
SBC,  which  brought  in  new 
talent  with  the  acquisition  of 
businesses  such  as  O'Connor, 
the  US  derivatives  firm,  and 
Brinson,  the  fund  manager. 

During  the  autumn  market 
Jitters,  the  bank  had  to  squash 
Speculation  that  the  future  of 
Warburg  Dillon  Read  was  in 
doubt 

The  period  of  uncertainty 
brought  an  opportunistic  feeler 
from  Morgan  Stanley  Dean 


Witter,  which  was  politely 
rebuffed.  Further  integration 
would  also  appear  to  commit 
UBS  to  its  current  composition 
of  businesses  - thwarting,  for 
example,  any  serious  review  of 
whether  the  Swiss  retail  net- 
work fits  well  with  the  rest  of 
the  group. 

The  problems  of  disentangl- 
ing an  integrated  banking 
operation  were  illustrated  by 
Barclays'  piecemeal  disposal  of 
BZW.  Nearly  a year  after  com- 
pletion, Barclays  is  still  fulfill- 
ing some  back  office  functions 
for  Credit  Suisse  First  Boston, 
the  new  owner  of  the  Euro- 
pean equities  business. 


Pakistan  power 
project  may  have 
to  reschedule  debt 


ty  Fstar  Hanlapion  and 
Farhan  Boktmri  Id  Karachi 


Hubco,  Pakistan’s  flagship 
private  power  project  in  which 
the  UK’s  National  Power  has  a 
-dominant  stake,  win  have  to 
reschedule  8500m  hi  outstand- 
ing commercial  debt  as  a 
result  erf  its  bitter  dispute  with 
the  government  an  corruption 
and  electricity  pricing. 

Kurshid  Husain,  Hubco 
finance  director,  said  the  gov- 
ernment - which  last  year 
mounted  ah  aggressive  cam- 
paign against  the  charges  lev- 
ied by  private  power  producers 
- was  trying  to  drive  Hubco 
into  default  in  order  to  dictate 
pricing  terms. 

Debt  restructuring,  which 
would  have  a global  impact  m 
privately  financed  power  pro- 
jects, was  now  “inevitable'’,  he 
said.  When  the  Hubco  project 
jvas  negotiated  in  the  mid- 
1980s,  it  broke  new  ground 
through  the  innovative  use  of 
World  Bank  guarantees  and 
rapidly  became  a model  far 
such  projects.  National  Power 
is  understood  to  be  consider- 
ing a spin  off  of  its  overseas 
operations. 

The  dispute,  which  delayed 
Pakistan's  recent  agreement 
with  the  International  Mone- 
tary Fund,  has  now  gone  to 
International  arbitration,  but 
Mr  Husain  said  Hubco  contin- 
ued to  face  harassment,  which 
aggravated  its  financial  dttff- 
ctdtias. 

The  tax  authorities  continue 
with  their  attempts  to  freeze 
its  bank  accounts,  in  riAfl^nce 


of  a court  order  preventing 
coercion  in  their  pursuit  of 
corruption  allegations  going 
back  to  the  time  of  the  govern- 
ment of  former  prime  wini«i*r 
Benazir  Bhutto,  he  said. 

Hubco  is  continuing  to  ser- 
vice its  debt  an  which  the  last 
instalment  falls  due  in  six 
years’  time,  he  added,  hut 
eventually  this  would  be  no 
longer  possible.  However,  the 
government  has  yet  to  begin 
negotiations  with  Hubco  on 
how  to  rednee  the  cost  of  the 
power  it  supplies  to  the  state- 
owned  Water  and  Power  Devel- 
opment Authority  (Wapda), 
which  is  responsible  for  distri- 
bution. 

Elimination  of  losses  at 
Wapda  is  a central  target  of 
Pakistan’s  IMF  programme, 
but  there  is  strong  public 
opposition  to  power  tariff 
increases  and  local  economists 
believe  Wapda  needs  to  buy 
power  at  a lower  price  to  be 
viable. 

Hubco  was  prepared  to  con- 
sider other  cost-saving  mea- 
sures besides  the  rescheduling,  J 
which  would  be  conducted  sep- 
arately to  previously 
announced  negotiations  with 
the  London  (Hub  of  commer- 
cial creditors.  These  options 
could  include  switching  to 
domestically  produced  natural 
gas  from  imported  ail,  which 
would  cost  $4Qm  initially  but 
save  an  foreign  exchange,  Mr 
Husain  said 

But  it  was  not  prepared  to 
accept  a cut  in  the  18  per  cent 
wOTinwiw  permitted  return  to 
shareholders,  be  said.  - 


NlaS  Rtzsarakfc  funds  woiid  ba  deployed  tn  ‘push  harder1  In  emerging  markets 


Ashley  Ashwood 


Unilever  set  to  unveil  £lbn 
stock  buy-back  programme 


By  WHiun  Lewis  and  Andrew 
EdgacfiffeJobnsoa  fa  New  York 


Unilever,  the  Anglo-Dutch 
consumer  group,  is  dose  to 
announcing  the  first  stock 
buy-back  programme  in  its 
history. 

. An  announcement  could 
come  tomorrow  when  the 
detergent  and  ice  cream  pro- 
ducer is  due  to  disclose  Its  1998 
earnings. 

Unilever  yesterday  declined 
to  comment,  but  people  close 
to  the  company  suggested  that 
it  was  considering  buying  bads 
at  least  £lbn  (SUJbn)  worth  of 
its  stock. 

Speculation  about  a buy- 
back by  Unilever  has  been 
growing  in  recent  weeks.  The 
company  has  yet  to  state  how 
it  plans  to  use  the  near-£4bn 
cash  pile  It  raised  by  selling  its 
speciality  chemicals  business 


in  July  1997  to  Imperial  Chemi- 
cal Industries,  the  UK  group. 

Unilever’s  complex  dual  tax 
structure  has  until  now  been 
seen  by -some  observers  of  the 
compap&afi  a barrier  to  it  buy- 
ing back  part  of  its  own  stock. 
However  Unilever  executives 
are  recently  thought  to  have 
found  a way  round  the  prob- 
lem. Unilever  is  listed  on  both 
the  London  and  Amsterdam 
stock  exchanges. 

One  person  dose  to  the  com- 
pany said  that  while  the  deci- 
sion to  announce  a buy-back 
Trad  been  taken,  “all  thtngn  ran 
change  if  the  market  expresses 
any  thoughts  of  concern”. 

There  has-  been  a marked 
step-up  in  buy-back  activity  in 
Amsterdam  over  the  past  year, 
as  Dutch,  companies  have 
found  ways  around  existing 
rules.  Philips  and  Royal  Dutch 
Shell  are  among  the  groups  to 


have  asked  shareholders  for 
permission  to  return  capital 

The  tax  law,  which  makes 
standard  share  buy-backs 
highly  unfavourable  to  Dutch 
investors,  is  to  be  changed. 

At  the  time  of  the  £U9bn  spe- 
ciality chemicals  disposal, 
Mall  Fitzgerald,  Unilever's  co- 
chairman,  said  the  funds 
would  be  deployed  to  “push 
harder"  in  emerging  markets. 
Since  then,  the  excess  funds 
have  also  allowed  Unilever  to 
step  up  its  spending  on  mar- 
keting and  promotion. 

Last  year,  Mr  Fitzgerald  said 
he  would  return  cash  to  share- 
holders within  “two  to  thee 
years”  if  no  suitable  acquisi- 
tions could  be  found.  News  of 
the  buy-lack  plan  may  damp 
expectations  of  substantial 
acquisitions  by  the  group. 
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United 
set  to  buy 
Sunstrand 
in  deal 
worth  $4bn 


By  WBtbm  Lewis  fa  New  York 
and  MUd-TUt  In  Chicago 

United  Technologies,  the 
industrial  group,  is  today 
expected  to  announce  the 
acquisition  of  Suustnnd,  the 
Illinois-based  aerospace  com- 
ponents manufacturer,  In  a 
deal  likely  to  be  valued  at 
$4bn. 

Both  boards  were  said  to  be 
meeting  over  the  weekend  and 
were  expected  to  approve  the 
deal  - the  latest  wwpiB  of 
consolidation  In  the  aerospace 
sector.  However,  people  dose 
to  the  transaction  warned  yes- 
terday that  it  could  still  be 
halted. 

Sunstrand  has  a market  cap- 
italisation of  approximately 
8321m,  and  while  exact  finan- 
cial details  could  not  be  estab- 
lished, one  person  close  to 
United  said  it  would  be  paying 
close  to  84bn. 

Sunstrand  would  fit  well 
with  United’s  Pratt  & Whitney 
business  unit  which  tnairwa  air- 
craft jet  engines  and  spare 
parts. 

The  group  is  a big  supplier 
to  the  aerospace  industry,  and 
its  products  include  aircraft 
actuation  systems,  auxiliary 
power  units  and  fluid  systems. 

In  1998,  more  than  60  per 
cent  of  its  S2bn  sales  came 
from  aerospace  customers, 
with  the  remainder  accounted 
for  by  some  general  industrial 
manufacturing  interests.  Boe- 
ing accounts  for  about  10  per 
cent  of  revenues,  although  a 
smaller  proportion  of  profits, 
which  reached  8227m  last  year. 

United's  other  divisions 
manufacture  elevators  and 
escalators,  heating  and  air  con- 
ditioning equipment,  helicop- 
ters and  propellers. 

Sunstrand’s  shares  have 
been  boosted  in  recent  days  by 
takeover  speculation,  with  the 
stock  gaining  more  than  86  on 
Friday,  to  dose  at  858. 

Mooted  buyers  included 
AlliedSignal  and  Lockheed 
Martin,  as  well  as  UT.  How- 
ever, analysts  suggested  that, 
in  the  wake  of  recent  consoli- 
dation in  the  aerospace  sector, 
same  potential  acquirers  could 
he  deterred  by  antitrust 
issues. 

United's  stock  price  also 
dosed  up,  $2%  at  8125ft.  Last 
week  the  Hartford-based  group 
said  that  plans  to  sell  off  its 
anto  parts  unit  were  progress- 
ing, with  the  first  round  of  bid- 
ding complete. 
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DANIEL  BCGLER 

GLOBAL  INVESTOR 


Profit  from  the  prophets 


Do  analysts  add  value?  . 
Stockmarket  practice  and 
academic  theory  are  sharply 
divided  on  this  question. 
Investment  banks  and 
brokerage  houses  spend 
Muons  of  dollars  a year 
analysing  securities, 
presumably  because  they 
think  it  helps  their  chests 
generate  superior  returns.  Yet 
if  you  believe,  as  most 
academics' do,  Hurt  markets  are 

T-AngnnghTy  «ffhrignt_  then 

investors  cannot  trade 
profitably  on  the  basis  of 
public  Mormation,  such  as 
analyst  recommendations, 
trtnna  all  such  totals  instantly 
incorporated  into  share  prices. 

- Several  studies  carried!  out 
in  the  late  1970s  backed  the 
academics,  by  appearing:  to 
show  - embarrassingly  - that 
the  average  stock  which  has 
no  analyst  following  it  actually 
outperforms  the  average  stock 
that  does.  However,  new 
research  by  Brad  Barber,  a 
professor  afrthe  Utdvensity  of 
California,  Setrran  Lehavy,  an 
accounting  professor  at 


Berkeley,  and  two  colleagues, 
provides  same  much  needed  . 
relief  for  Wall  Street  et  oL  Not 
only  fa  their  study  larger  and 
more  rigorous  than  any 

previous  <me;ft  suggests  that 
following  analysts’ share  tips 
can  be  hugely  profitable. 

The  four  professors  studied 
more  than  360,000  - 
reconmiendationsmadeby 
more  than  4,000 US  equity 
analysts  between  1365  and 
1596.  Bach  stock  was  given  a 
rating  -from,  one  for  a “strong 
buy"  to  five  for  a “strong  seff* 
- based' on  the  average  advice' 
of  aH  analysts  following  tt.  The 

* - 


professors  then  constructed 
five  portfolios,  grouping  the 
highesbrated  firms  into  one, 
the  next  best  into  a second  and 
so  forth.  They  then  monitored 
their  performance,  with  stocks 
moving  between  them  as  they 
fell  in  and  out  of  favour. 

The  results  surprised  even 
the  authors.  The  first  portfolio 
of  “strong  bus®"  and  “buys" 
earned  an  average  annual 
return  of  18B  per  cent  over  the 
11  years,  beating  a broad  US 
stockmarket  •in&w  (the 
WDShire  5000),  which  turned  in' 
14J>  per  cent  The  last  portfolio 
of  “sells"  underperformed 
Hnnyiatiw>iiyl  averaging  only 
5J8  per  cent.  As  most 

institutional  investors  would 
kill  to  beat  an  index  by  a few 
bafas  points,  the  size  of  these 
returns  is  hard  to  overstate. 

To  make  sure  their  results 
were  not  a fluke,  the 


various  factors,  such  as 
analysts’  tendency  to  favour 
larger  companies.  They  only 
rebalanced  the  portfolios  at 
the  end  of  the  trading  day  on 
which  a recommendation 
became  public,  to  exclude  any 
return  investors  might  have 


knowledge.  Even  after  those 
adjustments  the  top  “buys'1 

produced  an  average  annual 
return  of  12  per  cent  above  the 
risk-free  rate  of  interest 
To  give  their  research  a 
practical  application,  the 

authors  then  proposed  a 

trading  strategy,  buy  the  first 

jxadfolio,  sell  short  the  fifth 
arid  you  should,  generate  an 
animal  average  return  of  122 
per  cent,  or  1L8  per  cent  after 
controlling  for  market  risk, 


size  and  so  forth. 
Unfortunately  there  are  two 
enflgg-  The  first  is  that  thn 
abnormal  returns  are  most 
pronounced  arapng  gm«n  and 
medium-sized  tens,  which 
stands  to  reason  since  these 
are  less  well  followed,  giving 
analysts  more  scope  to  add 
value.  For  the  few  hundred 
largest  firms,  comprising  70 
per  cent  of  the  US  market's 
capitalisation,  the  study  finds 
no  reliable  differences  between 
“buys"  and  “sells". 

Second,  to  gamer  those 
splendid  returns  requires  a 
very  active  trading  strategy, 
turning  over  your  entire 
portfolio  up  to  four  times  a 
year.  The  resulting  transaction 
costs  gobble  up  virtually  all  of 
the  extra  return. 

This  neatly  explains  why 
this  apparent  market 
inefficiency  persists  - it  is  too 
costly  to  arbitrage  away.  That 

rtnme  flint  malm  tlw  research 
worthless,  says  Professor 
Lehavy.  Managers  considering 
buying  bar*  or  Issuing  stock 
might  want  to  use  this 
information.  Big  institutions 
probably  have  lower 
transaction  costs  than  the 
study  assumes,  and  could  thus 
trade  profitably.  Even  retail 
investors,  assamingthey 
wanted  to  trade  (and  were 
thus  committed  to  paying 
transaction  costs)  should  buy 
highly  recommended  stocks 
and  sell  those  out  of  favour. 
The  Unions  lavished  on 
analysts  seem  a good 
investment  after  alL 

Con  hwestors  ProfU  from  the 
Prophets?  Working  paper 
submitted  to  the  Journal  of 
j Finance. 
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BTR  Siebe  may  sell  off  £1 ,5bn  of  assets 


By  Meted  Pad 
in  London 

BTR  Siebe.  the  engineering 
group,  is  thought  to  be  con- 
sidering the  sale  of  more 
than  £l.5bn  worth  of  busi- 
nesses that  were  part  of  BTR 
before  its  £9£bn  merger  with 
Siebe. 

The  aim  of  the  divest- 
ments would  be  to  create  a 
controls  and  automation 
equipment  group  capable  of 
competing  with  such  rivals 
as  Siemens  of  Germany,  the 
Swiss-Swedlsh  ABB  and 
Emerson  Electric  of  the  US. 


Analysts  said  the  group 
might  this  year  sell  most  of 
BTR’s  automotive  and  spe- 
cialist engineering  divisions, 
which  have  combined 
annual  turnover  of  about 
£?.  ahn. 

Controla  and  automation 
products  account  for  about 
three-quarters  of  the  sales  of 
BTR  Siebe,  compared  with  90 
per  cent  of  the  turnover  of 
Siebe  before  the  deaL 

It  is  thought  that  BTR  had 
offers  for  some  businesses, 
including  parts  of  its  auto- 
motive and  specialist  engi- 
neering divisions,  before  the 


deal  with  Siebe  was 
announced.  It  is  understood 
that  Tyco  International,  the 
US  conglomerate,  bid  for 
BTR's  flow  control  business, 
part  of  the  £1.4bn  turnover 
control  systems  division. 

The  merged  group  is  now 
analysing  ways  of  increasing 
shareholder  value,  including 
possible  disposals.  The 
review  is  in  its  early  stages, 
as  the  board  has  met  just 
once  since  the  merger  was 
confirmed  by  a court  hearing 
less  than  three  weeks  ago. 
But  the  group  is  thought 
almost  certain  to  seO  the  old 


BTR  automotive  division, 
which  makes  polymers, 
sealings  equipment,  drive 
trains  and  anti-vibration 
systems. 

The  division  is  seen  by 
analysts  as  too  small  to  com- 
pete long  term  In  a sector 
that  is  undergoing  consolida- 
tion. “The  automotive  busi- 
ness is  a top  40  global  sup- 
plier [to  car 
manufacturers], **  said  one 
analyst  “But  that  is  not 
high  enough." 

Analysts  think  the  divi- 
sion could  raise  a sum  close 
or  equal  to  its  annual  sales 


of  £l-3bn  If  sold  to  a larger 
automotive  components  sup- 
plier. This  year,  the  busi- 
nesses, which  have  a geo- 
graphically broad  sales  base, 
made  a first-half  operating 
profit  of  £47m  on  sales  of 
£65lm. 

In  specialist  engineering, 
the  group  is  thought  to  he 
reviewing  a possible  sale  of 
its  paper  technology,  pollu- 
tion control  and  switchgear 
businesses,  which  could 
raise  a total  of  about  JSOQm. 
The  division's  rail  business, 
which  makes  signalling 
systems,  brakes  and  plat- 


form doors,  is  thought  less 
likely  to  be  sold. 

Analysts  said  the  timing  of 
the  sales  could  be  tricky  to 
manage.  Some  of  the  busi- 
nesses are  highly  profitable, 
and  any  disposal  programme 
would  probably  be  earnings 
diluting.  But  the  group  is 
thought  willing  to  accept 
short-term  dilution  in  pur 
suit  of  longer-term  growth  of 
its  core  businesses. 

It  will  use  the  money  from 
disposals  to  make  bolt-on 
acquisitions,  and  will  also 
consider  returning  cash  to 
shareholders. 


Nomura  abandons  William  Hill  offering 


By  EHzabefh  Robinson 
In  London 

The  90,000  would-be 
investors  in  William  HDl,  the 
bookmaker,  are  to  get  their 
money  back  after  the  flota- 
tion was  aborted. 

They  will  also  receive  a 
total  £300,000  in  interest  pay- 
ments and  betting  vouchers 
worth  £30. 

The  flotation  was  aban- 
doned after  Nomura,  the 
Japanese  bank,  decided  at 
the  eleventh  hour  to  sell  the 
UK's  second- largest  book- 
maker to  CVC  and  Cinven, 
two  private  equity  firms,  for 
£825 m. 

The  change  of  coarse  came 
last  Thursday  when  War- 
burg, the  lead  manager  to 
the  float,  announced  that  it 
had  failed  to  attract  suffi- 
cient institutional  interest 
for  the  offer  of  shares  in  the 
UK's  second-largest  book- 
maker. Instead  of  the  155p- 
I75p  Indicative  range,  War- 
burg cut  the  offer  to  135p, 
reducing  by  more  than 
£100m  the  price  which 
Nomura  had  hoped  to 
achieve  from  the  sale.  This 
give  ‘ Schroders,  its  rival 
investment  bank,  its  oppor- 
tunity to  suggest  a deal  with 
the  private  equity  firms  to 
Nomura. 

At  135p  William  Hill  would 
have  been  capitalised  at 
£405m,  giving  the  company, 
which  has  £375m  debt,  an 


enterprise  value  of  Just 
under  £800m. 

Nomura  bought  the  busi- 
ness for  £73Gm  in  1997  from 
Brent  Walker. 

Even  at  the  lower  price 
Warburg  had  stood  to  make 
about  £13m  in  fees  for  the 
float.  Just  marginally  down 
from  the  £15m  it  would  have 
gained  if  the  shares  had 
been  sold  at  the  mid-range 
price. 

Warburg  is  now  in  talks 
with  Nomura  over  an  abort 
fee.  and  although  it  will 
argue  its  case  on  the  basis  of 
its  advisory  role,  its  team  of 
30  sales  people  and  the  issue 
of  the  sale  prospectus,  it  con- 
cedes that  the  fee  is  likely  to 
be  “modest'’. 

In  contrast,  Schroders 
wrapped  up  the  sale  within 
48  hours,  and  will  earn  less 
than  Warburg  despite  its 
success. 

Small  investors  wbo 
applied  will  receive  refunds 
and  interest  payments  from 
Warburg.  The  £20  betting 
vouchers  will  come  from 

William  FfiTT 

John  Brown,  the  bookmak- 
er's chief  executive,  said: 
“We  know  that  there  are 
some  disappointed  investors 
out  there  who  wanted  shares 
in  William  Hill.  We’re  effec- 
tively saying  thank  you  for 
your  support,  here’s  a 
chance  to  make  some  money 
out  of  us  after  all." 

Warburg  is  returning 


Against  the  odds:  the  £825m  William  Hill  deal  has  been  grabbed  from  under  the  nose  of  Warburg  Dillon  Read  PA 

small  investors'  money  with  issue,  said  that  the  main  about  7,000  were  nominee  applied  for  124m  shares  of 

interest  by  March  l,  when  concern  of  retail  investors  accounts.  the  30Qm  on  offer, 

the  shares  were  to  start  trad-  phoning  its  helpline  yester-  These  accounts  were  cred-  The  offer  attracted  more 
mg.  For  those  Investing  the  day  was  when  they  would  ited  yesterday,  with  interest  than  200,000  inquiries,  many 

minimum  £1,000,  the  interest  get  their  money  hack.  to  follow.  from  the  bookmaker's  dis- 


interest by  March  l,  when  concern  of  retail  investors  accounts, 

the  shares  were  to  start  trad-  phoning  its  helpline  yester-  These  accounts  were  erect- 
ing. For  those  Investing  the  day  was  when  they  would  ited  yesterday,  with  interest 

minimum  £1,000,  the  interest  get  their  money  back.  to  follow, 

payment  is  £L90.  He  said  that  of  the  13.000  William  Hill  Is  hoping  its 


payment  is  £L90. 


William  £011  is  hoping  its  tomers  after  a poster  cam- 


Charles  Schwab,  one  of  the  applications  made  through  betting  voucher  wiD  placate  paign  in  William  Hill’s  1,500 
four  share  shops  for  the  its  share  dealing  service,  the  small  investors  who  shops. 


Move  on  Sidanco  tests  Russian  law  Baillie  Gifford  to 

By  Andrew  Jack  In  Moscow  Potanin,  whose  Lnterros  Sputnik  fund  of  Boris  Jor-  shareholders  including  BP  1 ^ lin  Vl 

group  is  Sidanco’s  largest  dan,  a banker,  a farther  10  Amoco  and  lnterros.  There  ■ 111  C JLUMiU 


By  Andrew  Jack  In  Moscow 

Creditors  led  by  BP  Amoco 
have  succeeded  in  appoint- 
ing their  choice  of  a bank- 
ruptcy administrator  to  man- 
age the  troubled  Russian  oil 
giant  Sidanco,  in  what  could 
prove  the  most  significant 
test  so  far  of  the  country's 
recent  insolvency  laws. 

BP  Amoco  and  a group  of 
foreign  creditor  banks 
fought  for  the  nomination  of 
an  outside  insolvency  practi- 
tioner, over-ruling  the  alter- 
native candidate  initially 
appointed  by  Vladimir 


Potanin,  whose  lnterros 
group  is  Sidanco’s  largest 
shareholder. 

The  minority  shareholders 
now  face  a battle  with  repre- 
sentatives of  the  Russian 
government  to  ensure  their 
administrator  is  endorsed  by 
the  bankruptcy  court  whan 
it  meets  on  March  2. 

Sergei  Sereda,  head  of 
work-outs  In  the  Moscow 
office  of  Arthur  Andersen, 
was  named  following  strong 
representations  from  BP 
Amoco. 

lnterros  controlled  46  per 
cent  of  Sidanco,  and  the 


Sputnik  fund  of  Boris  Jor- 
dan, a banker,  a further  10 
per  cent  via  a Cyprus-based 
company  called  Kantupam, 
giving  them  control.  How- 
ever, the  balance  of  power 
shifted  with  the  appointment 
of  a creditors’  committee  in 
which  BP  Amoco  and  other 
Western  creditor  banks  hold 
six  of  the  11  seats. 

The  size  of  Sidanco’s  debts 
is  in  dispute,  but  the  com- 
pany indicated  it  was  about 
2470m,  including  $155m  owed 
to  Western  banks,  549m  to 
Uneximbank,  controlled  by 
Mr  Potanin,  and  $160m  to 


shareholders  including  BP 
Amoco  and  lnterros.  There 
is  a further  Rbs356m 
(215.4m)  owed  to  Unexim- 
bank and  RbslJ2  bn  in  com- 
mercial instruments. 

The  bankruptcy  of  Sidanco 
at  the  end  of  last  month  was 
triggered  by  a petition  from 
Beta-Eko,  an  obscure  com- 
pany owed  a symbolic  sum, 
which  is  believed  to  be 
linked  to  lnterros.  Other 
leading  creditors  supported 
the  procedure  as  a way  to 
attempt  to  manage  the  debts 
and  allow  Sidanco  to  sur- 
vive. 


By  Jane  Matinson, 
Investment  Correspondent 


Royal  Bank  may  quit  custody  business 


By  Andrew  Bdger 


Royal  Bank  of  Scotland  is 
considering  quitting  the 
intensely  competitive  global 
custody  business  by  selling 
RBS  Trust  Bank,  currently 
the  custodian  of  more  than 
£300bn  of  assets. 

Royal  Bank  said  yesterday 
it  was  conducting  a strategic 
review  of  its  global  custody 
operations  - which  analysts 
believe  could  fetch  about 
£3Q0m  - but  stressed  a deci- 
sion had  not  yet  been  made. 

However,  the  Edinburgh- 
based  bank  seems  likely  to 


withdraw  from  what  has 
become  a high-volume,  low- 
margin  business  increas- 
ingly dominated  by  large  US 
operators  snch  as  Chase 
Manhattan,  State  Street  and 
Bank  of  New  York. 

RBS  Trust  Bank  is  one  of 
the  UK’s  biggest  custody 
businesses,  handling  the 
assets  of  the  pension  funds 
of  more  than  half  the  compa- 
nies in  the  FTSE  100  index. 

Its  fund  administration 
system  supports  about  20  per 
cent  of  the  UK’s  collective 
investment  market 

Royal  Bank  created  the 


business  in  1997  when  it 
acquired  the  custody  busi- 
ness of  SG  Warburg  and 
Mercury  Asset  Management 

Mercury,  now  owned  by 
Merrill  Lynch,  the  US  Invest- 
ment bank,  retained  convert- 
ible loan  stock  which  could 
convert  into  a stake  of  up  to 
30  per  cent  of  the  business. 

In  spite  of  the  size  of 
the  business,  competitive 
pressures  have  depressed 
profits. 

Last  year.  Royal  Bank’s 
investor  services  division 
made  pre-tax  profits  of  £5m, 
following  three  years  of 


losses.  The  division  has  just 
under  1,200  employees. 

As  well  as  outright  dis- 
• posal,  the  strategic  review 
will  also  consider  merging 
RBS  Trust  Bank  with 
another  large  custody  busi- 
ness, the  group  retaining  a 
minority  stake. 

Royal  Bank’s  decision  to 
review  its  global  custody 
business  is  in  line  with  Its 
strategy  of  focusing  on  retail 
and  corporate  operations. 

Last  year  the  bank  sold  its 
33  per  cent  stake  in  Newton 
Fund  Management  to  Mellon 
Bank  of  the  US  for  £56m. 


Baillie  Gifford,  the 
independent  fund,  manager, 
is  expected  to  announce 
today  that  it  is  launching  a 
life  company  in  order  to 
expand  in  the  occupational 
pensions  market. 

The  Edinburgh-based  com- 
pany. which  manages  about 
£16bn  In  assets,  said  it  bad 
decided  to  create  a life  busi- 
ness to  take  advantage  of  tax 
benefits  available  for  such 
companies. 

The  new  company  will  be 
used  as  the  group’s  main 
way  of  providing  defined 
contribution  pension 
schemes,  where  individual 
members  bear  the  invest- 
ment risk  connected  with 
their  pension  scheme  contri- 
butions. 

Half  of  Baillie  Gifford’s 
funds  are  managed  on  behalf 
on  pension  funds  on  a 
defined  benefit  basis,  the 
dominant  form  of  provision 
in  the  UK  In  this  model,  the 
pension  provider  bears  the 
investment  risks  and  offers 
members  a set  level  of  bene- 


But  many  Industry  consul- 
tants expect  defined  contri- 
bution to  grow  much  Easter 
than  defined  benefit  schemes 
over  the  coming  years. 

Gavin  Gemmell,  a partner 
of  the  firm,  said  last  week 
that  it  had  decided  to  Join 
many  of  its  rivals  in  trying 
to  compete  in  the  defined 
contribution  market  because 
of  its  growth  potential 

“It’s  growing  quite  fast 
and  we  want  to  take  advan- 
tage of  that,"  he  said. 

The  new  life  company  will 
cover  some  £300m  of  the 
company's  existing  managed 
fund  business.  Mr  Gemmell 
said  he  expected  this  fund  to  , 
increase  to  about  £70Qm  by 
the  end  of  the  year. 

The  company,  which 
enjoyed  better  than  average 
performance  in  its  flagship 
pooled  pension  fund  last 
year,  has  no  plans  to  enter 
thi»  retail  business,  an  area 
expected  to  grow  as  a result 
of  recent  government  pro- 
posals for  pensions. 

Baillie  Gifford  is  only 
authorised  for  institutional 
business. 


Centrica  eyes  RAC’s  services  arm 


Raw  to  launch  video 
service  for  investors 


By  Joel  KBtazo 


Centrica,  the  gas 
distribution  and  energy- 
related  products  group. 
Is  understood  to  be  consider- 
ing a bid  for  the  Royal 
Automobile  Club's  motoring 
services  arm. 

The  move  follow’s  a gov- 
ernment decision  this  month 
to  block  the  RAC's  sale  to 
Cendant,  the  US  consumer 
and  business  services  group. 

Cendant  had  agreed  to  pay 
£450m  but  pulled  out  after 
tbe  government  ruled  that  it 
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would  have  to  sell  its  own 
Green  Flag  motoring  ser- 
vices business  If  it  wanted 
the  RAC.  The  Royal  Auto- 
mobile Club  then  announced 
plans  to  list  the  unit  in  the 
summer  but  did  not  rule  out 
a trade  sale. 

Analysts  said  Centrica’s 
interest  is  in  line  with  its 
strategy  of  becoming  one  of 
the  UK’s  biggest  providers  of 
household  services. 

With  around  15.5m  cus- 
tomers in  the  UK  the  com- 
pany, which  was  demerged 
from  British  Gas,  has 


already  made  an  aggressive 
push  into  the  financial  ser- 
vices market.  Its  British  Gas 
division  has  already  become 
involved  in  the  home  secu- 
rity market. 

“Centrica  already  has  a 
base  to  build  on  in  customer 
services  and  this  would  be 
an  extention  of  that  strat- 
egy.” said  one  observer  of 
the  company. 

But  Centrica,  which 
reports  full-year  figures  on 
Wednesday,  is  not  the  only 
group  that  has  expressed  an 
interest  in  the  RAC  Motor- 


ing Services  in  recent  weeks. 
Venture  capital  groups 
including  Cinven,  the  Pru- 
dential’s PPM.  Ventures  arm 
and  Schroder  Ventures  are 
all  understood  to  be  Inter- 
ested in  making  a bid. 

It  bad  been  feared  that 
legal  actions  against  the 
RAC  by  dissident  members 
would  deter  some  companies 
from  bidding. 

A listing  is  expected  to 
value  the  unit  at  about 
£330m,  against  £400 m or 
more  which  analysts  believe 
a trade  sale  might  raise. 


By  Jane  Martinson 

Warburg  Dillon  Read  and  BT 
Alex  Brown,  the  investment 
hanks,  have  signed  up  to  a 
new  company  which  aims  to 
film  their  internal  morning 
meetings  for  Institutional 
Investor  clients  across 
Europe. 

Raw  Communications, 
which  was  founded  a year 
ago,  aims  to  provide  high- 
quality  videos  of  the  meet- 
ings to  clients  including 
Merrill  Lynch  Mercury, 
Schroders,  Prudential  and 


Morgan  Grenfell  Asset  Man- 
agement. Fund  managers 
can  hear  the  research  or 
market  reaction  of  individ- 
ual analysts  using  an 
indexed  video  installed  via  a 
private  internet  network. 

Ab  Banerjee,  a former 
employee  of  the  Financial 
Times  and  chief  executive  of 
Raw,  said  be  hoped  to  sign 
up  another  four  brokers 
shortly.  The  company  is 
founded  on  the  premise  that 
companies,  brokers  and  fund 
managers  want  to  Improve 

their  wimmnninaHnns 


New  ABP  chief  to  emphasise  expansion 


By  Tim  Burt  in  Stockholm  and 
Ctiarfes  Batcteior  in  London 

Bo  Lerenius,  the  new  head  of 
Associated  British  Ports,  is 
expected  to  emphasise  inter- 
national expansion  when  he 
takes  over  as  chief  executive 
of  the  UK's  largest  ports 
operator  this  spring. 

Mr  Lerenius.  currently 
vice-chairman  of  Sweden's 
Stena  Line,  the  world’s  big- 


gest ferry  company,  believes 
tbe  group  can  build  on  last 
year’s  acquisition  of  Ameri- 
can Port  Services,  the  US  car 
terminals  group,  with  fur- 
ther overseas  deals.  “We  will 
look  at  continuous  expan- 
sion with  an  international 
perspective,”  he  said. 

Mr  Lerenius.  whose  sur- 
prise appointment  was 
announced  last  week,  will 
join  the  ABP  board  later  this 


month  and  take  over  full 
responsibilities  later  in  the 
spring. 

Shares  in  ABP  fell  almost 
5 per  cent  when  Mr 
Lerenius's  appointment  was 
announced  just  a week 
before  the  group  reports  its 
annual  results.  The  City  had 
expected  the  managing 
director  of  the  ports  division 
to  get  the  job. 

Mr  Lerenius  spent  five 


years  running  Stena,  where 
he  pushed  through  a 
restructuring  designed  to  cut 
costs  by  SKr350m  ($43.6mm) 
a year  and  merged  its 
English  Channel  routes  with 
P&O. 

Mr  Lerenius  said  he  would 
concentrate  on  three  broad 
strategic  areas  at  ABP.  “We 
need  to  look  at  what  we  can 
do  internationally,  evaluate 
how  to  improve  the  domestic 


ports  business  in  the  UK; 
and  thirdly,  look  at  integrat- 
ing port  services,"  he  said. 

Mr  Lerenius  described  the 
acquisition  of  APS  as  a first 
step,  adding  that  the  group 
would  press  ahead  with  a 
project  to  develop  a car  ter- 
minal at  the  Belgian  port  of 
Zeehrugge. 

APS  is  known  to  have 
looked  at  expansion  opportu- 
nities in  Chilp  and  BraztL 
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given  net  debt  of  some  £4tm  compared  with  a market  vaiuu 
SmbS  lSs  is  paramount  in  a regulated  industry,  where  a 
linked  to  the  regulator  sassumpttons 
S JK  SS^Transco  should  also  be  reaping  the  bene- 
fite  cost^itting  - 2,500  redundancies  wretWedfer 
1998  _ and  further  efficiency  gams  are  in  prospect.  Services, 
such  as  pipe  maintenance,  could  bciiyected  mto  joim  ven- 
tures with  other  utilities,  thereby  reducing  overall  costs. 

William  Hill 

Unloved  smaller  company  is  taken  - or  in  WilUam  Hill's 
case,  stays  - private.  No  change  there  then  in  UK  investor 
sentiment.  William  Hill’s  fate  shows  that  debt-semcing 
machines,  in  mature  markets,  remain  more  attractive  to 
financial  buyers  than  stockmarket  investors.  Warburg  Dil- 
lon Read  may  have  thought  sentiment  was  turning,  thanks 
to  lower  UK  interest  rates.  But  this  was  overopttmistic. 
especially  as  it  was  so  easy  to  see  Nomura  wanted  to  sell  out 
quickly.  It  h?*  made  well  over  £100m  on  its  2200m  equity 
investment  in  October  1997. 

Cinven  and  CVC  Capital  Partners  are  taking  quite  a risk 
in  paying  £82Sm.  They  assume  that  William  Hill  has  seen  a 
step  change  in  operating  profits  - to  more  than  £90m  - and 
that  there  is  growth  in  parts  of  the  business.  They  will  have 
to  be  patient  Meanwhile,  let  those  juicy  interest  payments 
roll  on  its  £500m  debt 


NEWS  DTGEST 

TOBACCO^ _ 

Imperial  to  farm  out  UK 
pensions  management 

The  trustees  of  the  £23 bn  Imperial  Tobacco  Pension  Fund 
have  decided  to  wind  up  their  Internal  investment  manage- 
ment function  and  put  out  to  tender  control  of  the  fund's 
UK  assets,  comprising  83  per  cent  of  the  total. 

The  trustees  said  global  markets  had  become  so  com- 
plex and  specialised  that  the  fund's  small  in-house  man- 
agement team,  although  able  and  highly  experienced,  did 
not  have  the  research  and  analytical  resources  needed  to 
manage  investments  successfully  for  a fund  of  this  size. 

Mike  Huckman,  chairman  of  the  trustees,  said:  "By  using 
external  investment  managers,  we  will  gain  greater  flexibil- 
ity and  reduce  our  current  exposure  to  a single  investment 
style."  External  managers  are  already  used  for  investment 
in  overseas  equity  markets  and  for  property. 

Established  in  1929,  the  Imperial  fund  pioneered  modem 
pension  management  when  In  1948  It  appointed  George 
Floss  Goobey  as  its  first  full-time  Investment  manager.  He 
persuaded  the  trustees  to  sell  all  the  fund's  gilt-edged 
stocks  and  re- invest  in  equities,  and  later  property. 

This  radical  move  attracted  wide  publicity  and  Mr  Ross 
Goobey  became  known  as  the  father  of  "the  cult  of 
equity".  The  wisdom  of  the  change  became  apparent 
when  inflation  started  to  erode  the  returns  from  gilts  while 
equities  surged  ahead. 

The  Imperial  fund  has  21,000  pensioners,  2,500  employ- 
ees and  27,000  deferred  pensioners.  The  trustees,  who 
have  been  advised  by  William  Mercer,  the  actuarial  and 
investment  consultants,  will  appoint  up  to  six  specialist 
fund  managers.  Andrew  Boiger 

SUPPORT  SERVICES 

3i  leads  purchase  of  Shorterm 

Institutions  led  by  31,  the  venture  capital  group,  have 
acquired  Shorterm  Group,  a regional  engineering  contract 
employment  agency,  and  intend  to  expand  it  nationally. 

The  deal  is  worth  Cl  7 .5m,  including  the  undisclosed  acqui- 
sition price  and  financing  for  the  expansion.  The  business, 
whose  clients  include  Siemens,  Racal,  Rai (track,  British 
Aerospace  and  London  Underground,  has  annual  turnover 
of  about  £30m  and  operates  mainly  in  southern  England 
and  the  Midlands. 

It  is  being  bought  from  John  White,  the  retiring  manag- 
ing director  who  is  to  be  replaced  by  Jim  Clarke,  previ- 
ously a senior  executive  at  Hays,  the  logistics  and  services 
group.  31  is  providing  nearly  £9m  with  additional  funding 
coming  from  Credit  Agricole  Indosuez  and  Lombard 
NatWest  Virginia  Marsh 

INSURANCE 

Aegon  looks  to  UK 

Aegon,  the  Dutch  insurer  which  agreed  this  week  to  pay 
59.7bn  for  Transamerica  of  the  US,  said  it  was  “very  inter- 
ested in  expanding  in  the  UK,"  where  it  already  owns 
Scottish  Equitable.  Donald  Shepard,  head  of  Aegon's  US 
businesses  and  a member  of  its  executive  board,  said  in 
London:  -That  would  be  right  at  the  top  of  our  Hst*  Aegon 
was  also  keen  on  making  an  acquisition  in  continental 
Europe,  but  prices  were  too  high. 

J!£23,fd  ^ save  assurances  about  jobs  in  the 
^binal  Aegon-Transamenca  businesses  In  the  US. 

Francisco’s  famous  Transamerica  pyramid 

headqUafters’  he  expected  allolher 

twSJniups  “***■■  in  their 

current  locations.  Clay  Harris 


MEDIA 


Pro  Sieben  sharply  higher 

CO(71f?ercial  broadcasting  group, 

n^’tSaiS  spring  a decline  In  television  viewers  at  its 

JSJS  comPany.  which  owns  the 

7 channel’  rose  6 per  cent  to 

year.  ***  ^ 
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All  investment  banks  say  they  do  the  same  things.  One  does  them 


differently.  Warburg  Dillon  Read  has  a global  mandate,  yet  our  thinking  is 
a world  apart  from  standardized,  rigid  and  restrictive.  In  local  markets,  we 
have  local  knowledge  In  global  markets,  we  offer  global  resources  No  firm 


can  commit  more.  You'll  also  find  us  more  individual,  more  innovative;  in 


: fact  the  more  intelligent  choice. 
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NEWS  DIGEST 


AIR  FRANCE 

Shares  expected  to  soar 
on  first  day’s  trading 

Shares  in  Air  France  are  expected  to  rise  strongly  today  on 
their  first  day  of  trading  on  the  Paris  Bourse.  The  French 
government  disclosed  over  the  weekend  that  2.4m  small 
investors  had  applied  for  shares  in  the  national  carrier, 
with  the  tranche  set  aside  for  them  subscribed  more  than 
12  times.  It  said  it  was  increasing  the  number  of  shares  to 
be  sold  to  these  small  investors  by  1.97m  to  nearly  22m.  It 
described  the  operation  as  “a  very  big  popular  success”. 

The  offering,  which  will  put  a minority  of  the  company's 
capital  in  private  hands,  Is  the  first  significant  privatisation 
transaction  of  1999.  Earlier  this  month,  the  government 
priced  the  initial  public  offering  at  €14.20  a share  for  insti- 
tutions and  €14  for  individual  investors,  it  said  this  valued 
the  company  at  FFr2Q.5bn  (€3.1  bn,  $3.4bn). 

David  Owen,  Paris 


EGYPTIAN  BREWING 


Al  Ahram  to  buy  rival 

A1  Ahram  Beverages  Company,  Egypt’s  biggest  brewer,  is 
to  cement  its  market  dominance  by  buying-out  its  main 
rival  and  creating  a strategic  alliance  with  another.  The 
company  has  agreed  to  buy  the  Nile  Brewery  from  a pri- 
vate sector  consortium  in  a deal  worth  E£55m  ($16m) 
including  expansion  costs,  and  to  create  an  alliance  with 
0 Gouna  Brewery  with  the  aim  of  greatly  expanding  its 
distribution  network. 

Both  the  Nile  and  0 Gouna  breweries  are  under  con- 
struction. but  are  expected  to  begin  production  this  year. 
ABC,  which  was  the  state-owned  monopoly  until  it  was 
sold  to  the  Luxor  Group  in  1997,  is  determined  to  confront 
vigorously  any  attempts  to  break  its  control  of  the  market 
The  company  has  90  per  cent  of  the  alcoholic  and  95  per 
cent  of  the  non-alcoholic  drinks  market  in  Egypt 

The  Nile  Brewery  has  planned  capacity  of  600,000 
hectolitres  of  non-alcoholic  beer,  which  will  greatly 
increase  ABC's  current  total  capacity  of  1.5m  hi  of  alco- 
holic and  non-alcoholic  beer.  Mark  Huband,  Cairo 


OIL  SERVICES 


Aker  Maritime  warning 

Aker  Maritime,  an  oil  services  unit  of  Aker  RGI,  the  Norwe- 
gian holding  company,  has  warned  that  continuing  low  oil 
prices  will  prevent  it  from  reaching  Its  NKrlbn  ($127m) 
pre-tax  profit  goal  by  2000,  despite  a doubling  of  profits 
last  year  to  NKr706m  and  further  cost  cuts  this  year. 

The  gloomy  outlook  tallowed  a week  in  which  Norway’s 
three  oil  companies  all  reported  falling  profits  for  last  year 
and  plans  for  sweeping  restructuring  programmes  and 
thousands  of  job  losses  In  response  to  the  low  oil  price. 

Aker  Maritime's  net  profit  last  year  more  than  doubled  to 
NKr417  from  NKr184m.  while  revenues  rose  43  per  cent  to 
NKr19.7bn  but  the  company  faces  the  challenge  of  filling 
its  order  books  amid  an  expected  fall  in  oil  activity  world- 
wide, and  a decline  of  up  to  50  per  cent  on  the  Norwegian 
shelf  alone.  At  the  year-end,  the  company's  order  book 
had  fallen  to  NKrl4bn  from  NKr16.2bn  a year  earlier, 
reflecting  increasing  uncertainty  In  the  oil  industry. 

As  a result,  the  company  is  expected  to  announce  job 
fosses  within  a year,  particularly  at  Its  Norwegian  construc- 
tion yards.  Valeria  Skoki,  Oslo 

HEAVY  INDUSTRY 


COMPANIES  & FINANCE 


Toyota 
may  sell 
shares  in 
offshoots 


By  GilSan  Tett 
and  Alexandra  Harney  In  Tokyo 

Toyota  Motor  is  considering 
selling  shares  in  subsidiaries 
to  compensate  for  an  esti- 
mated Y300bn  (S2J5bn)  short 
Call  in  pension  reserves,  and 
has  called  on  the  govern- 
ment to  develop  a scheme 


allowing  companies  to  use 
cross-shareholdings  as  pen- 
sion reserves. 

Japan's  largest  manufac- 
turer of  motor  vehicles  Is  the 
first  to  use  Japanese 
accounting  rules  to  reveal 
the  size  of  Its  pension  under- 
funding problem. 

The  move,  which  comes  as 
the  government  debates  how 
to  resolve  the  problems  of 
pension  under-funding  and 
the  cross-shareholding  sys- 
tem, underscores  the  prob- 
lems facing  Japan’s  corpo- 
rate pension  system. 

Analysts  said  while  most 
companies  face  under-fund- 
ing, Japanese  accounting 
rules  have  allowed  them  to 
withhold  details  about  the 
size  of  the  liabilities. 

Although  pension  provi- 
sion In  the  private  sector  is 
estimated  at  about 
Y70,00Gbn,  the  total  shortfall 
Is  now  calculated  at  between 
Y40,000bn  and  YSO.OOObn, 
according  to  Ken  Okamura, 
strategist  at  Dresdner  Klein- 
wort  Benson. 

Other  analysts  said  the 
total  shortfall  could  be  as 
large  as  YlOO.OOObn.  Tim 
Marrable,  analyst  at  War- 
burg Dillon  Read,  said:  “If 
Toyota  has  YSOObn.  I 
wouldn't  be  surprised  if  a 
company  like  Nissan  with  a 
much  worse  balance  sheet 
could  have  as  much  as 
Yl.OOObn  [In  under-funded 
pension  liabilities]." 

The  government  is  draw- 
ing up  plans  to  help  compa- 
nies deal  with  this  shortfall 
by  implementing  a US-style 
defined  contribution 
scheme  next  year,  where 
employees  accept  the  risk 
that  pension  fund  invest- 
ments can  taQ  below  expec- 
tations. At  the  moment,  Jap- 
anese companies  use  a 
defined  benefit”  scheme 
where  companies  assume 
the  burden  of  shortfalls. 

To  remedy  this  problem, 
Toyota  and  other  companies 
are  considering  selling 
shares  in  subsidiaries  to 
make  up  for  the  shortfall. 


KOREA  GOVERNMENT  APPOINTS  ARBITRATORS  OVER  tiYUMDAI  TAKEOVER  OF  LG  SEMICON. 

Mediators  to  rule  on  electronics  deal 


By  John  B leton  fai  Seoul 


Mediators  are  to  try  to 
resolve  a dispute  over  the 
financial  terms  of  the  take- 
over of  LG  Semicon  by 
Hyundai  Electronics,  which 
would  create  the  world’s  sec- 
ond biggest  memory  chip 
producer. 

The  government-brokered 
merger,  announced  in 
December,  is  the  centrepiece 
of  South  Korea's  corporate 
restructuring  programme  to 
reduce  overcapacity  in  key 
industries.  But  a disagree- 
ment over  the  value  of  LG 
Semicon  has  stalled  merger 
negotiations,  which  the  gov- 


ernment wants  completed  by 
March  7. 

Hyundai,  Korea’s  biggest 
conglomerate,  has  offered  to 
pay  up  to  SI  .Zbn  for  the  60 
per  cent  of  LG  Semicon 
owned  by  the  LG  group, 
another  leading  conglomer- 
ate. The  Hyundai  offer  is 
close  to  LG  Sesdcon's  cur- 
rent stock  price. 

But  LG  is  demanding  at 
least  $3.5bn  for  its  stake. 
Financial  advisers  to  LG  say 
the  stock  price  undervalues 
LG  Semicon  when  global 
prices  for  memory  chips  are 
near  a cyclical  bottom  but 

are  expected  to  recover  soon. 

The  government  has 


decided  to  appoint  a six- 
member  arbitration  panel, 
mcfoding  a government  rep- 
resentative and  one  each 
from  Hyundai  and  LG  along 
with  three  from  the  nation’s 
credit  rating  agencies,  to 
complete  an  evaluation  of 
the  acquisition  by  February 
28. 

If  either  party  refuses  to 
accept  toe  panel’s  decision 
by  March  7,  the  government 
has  threatened  to  impose 
fyrpmriai  sanctions  similar  to 
one  that  state-run  banks 
took  in  December  by  cutting 
fenflfog  to  LG  when  it  ini- 
tially resisted  the  proposed 
takeover  by  Hyundai 


LG's  advisers  have  com- 
plained about  the  absence  of 
open  bidding  for  the  com- 
pany, which  could  raise  its 
market  value,  as  the  govern- 
ment has  selected  Hyundai 
Electronics  as  Its  merger 
partner.  The  high  price 
demanded  for  LG  Semicon 
would  also  reflect  productiv- 
ity gains  from  the  merger. 

LG  is  demanding  an  all- 
cash  settlement,  while  debt- 
heavy  Hyundai  wants  to 
offer  a combination  of  cash 
and  convertible  bonds  in  the 
new  enlarged  chipmaker. 
Hyundai  may  also  offer  its 
stakes  in  domestic  telecom- 
munications operators  LG  Is 


interested  in  acquiring. 

Analysts  say  it  will  take 
several  years  for  the  merger 
to  produce  synergy  effects 
since  it  is  difficult  for  the 
two  chipmakurs  to  integrate 
their  operations  now 
because  they  use  different 
production  technologies. 

There  will  be  little  mate- 
rial benefit  in  the  short 
term,  but  there  will  be 
opportunities  for  cost 
savings  later  as  Hyundai  and 
LG  will  be  able  to  share 
facilities  race  they  move  to 
the  next-generation  of  mem- 
ory chips,**  said  Jonathan 
Dutton,  electronics  analyst 
at  Warburgr  Dillon  Read. 


INTERNATIONAL  BONDS  MORTGAGE  LENDERS  ARE  UNDER  PRESSURE  TO  RAISE  CHEAPER  FUNDS 


Abbey  highlights  asset-backed  bonds 


By  Khazam  Merchant 


Whether  the  £ibn 
mortgage-backed  bond 
launched  last  week  by 
Abbey  National  leads  to 
cheaper  mortgages  is  debat- 
able, but  it  casts  a spotlight 
on  the  UK’s  growing  asset- 
hacked  market 

Several  factors  are  boost- 
ing demand.  Mortgage 
banks'  margins  are  under 
pressure  because  of  strong 
competition  for  new  loans; 
managements  are  keen  to 
boost  shareholder  value  and 
return  on  capital;  and 
because  of  competition  for 
deposits  from  non-bank 
rivals,  such  as  Egg.  the  Pru- 
dential's new  direct  banking 
arm,  banks  are  under  pres- 
sure to  seek  funds  horn  less 
traditional  sources. 

Traditional  lenders  are 
also  under  pressure  from 
sub-prime'*  market  lenders, 
which  give  mortgages  to  cus- 
tomers often  turned  away  by 
the  former.  Sub-prime  lend- 
ers lack  a retail  funding  base 
and  therefore  have  been  the 
most  frequent  issuers  of 
mortgage-backed  bonds. 

Abbey's  mortgage-backed 
bond,  its  second  in  12 
months  and  the  largest  in 
the  UK,  follows  comments 
by  Woolwich  that  its  link-up 
with  a US  partner  could  lead 
to  a bond  backed  by  home 
loans.  Northern  Rock,  a 
medium-sized  UK  mortgage 
bank,  has  also  said  it  may 
securitise  its  home  loans. 

‘Clearly,  asset-backed 
bonds  are  going  to  be  a tool 


for  the  future  and  we  want  it 
to  be  available  when  the 
time  arises,”  says  Gareth 
Jones,  at  Abbey  National.  He 
says  securitisation  gives  the 
bank  a diversified  source  of 
funding  and  the  opportunity 
to  manage  its  balance-sheet 
more  efficiently. 

Mortgage-backed  bonds 
suit  fast-growing  ex-mutuals 
like  Northern  Rock  because 
they  offer  a new  source  of 
funds.  Northern  Rock  is  well 
capitalised  and,  like  Abbsy, 
the  crucial  consideration  is 
how  to  fund  an  increase  in 
the  volume  of  its  lending. 

Northern  currently  turns 
down  one-third  of  applica- 
tions because  of  poor  credit 
risk.  By  using  asset-backed 
bonds  it  can  accept  these 
applications  but  pass  on  the 
risk  to  the  market. 

An  allied  factor  Is  the  high 
cost  of  new  retail  funds. 
Over  the  past  12  months 
these  have  been  more  expen- 
sive than  the  wholesale 
money  markets  because 
direct  providers,  such  as  Egg 
and  Halifax  Direct,  are  pay- 
ing interest  rates  on  savings 
accounts  that  exceed  Libor. 
This  is  encouraging  groups 
such  as  Northern  to  tap 
wholesale  markets  more 
aggressively  and  consider 
securitisation. 

Balance  sheet  manage- 
ment is  also  one  of  the 
attractions  of  asset-backed 
bonds,  which  allow  issuers 
to  transfer  mortgages  and 
other  receivables  with  good 
underlying  cash-flow  from 
their  balance  sheets  to 
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special  purpose  vehicles. 

SPVs,  which  stand  legally 
removed  from  their  origina- 
tors, launch  bonds  that  are 
often  rated  AAA  because 
they  are  backed  by  the 
asset's  cash-flows,  such  as 
mortgage  repayments.  The 
proceeds  go  to  the  origina- 
tor, while  the  cash-flows  go 
to  the  bond-holders. 

Banks  thus  release  capital 
previously  put  aside  on  their 
balance  sheets  in  case  of 
default.  They  are  required  to 
put  aside  this  "regulatory 
capital”  by  the  Bank  of 
International  Settlements  in 
Basle,  and  by  meeting  these 
Basle  standards  they  are 
also  able  to  improve  returns 
on  capital. 

Abbey’s  £lbn  bond 


99  Feb 


freed-up  £45  no.  which  it  will 
use  for  giving  more  mort- 
gages. 

By  using  its  existing  capi- 
tal Abbey  also  avoids  rais- 
ing new  equity. 

"The  key  question  is,  what 
is  the  cost  of  selling  assets  to 
institutions  as  opposed  to 
keeping  them  on  your  bal- 
ance sheets,"  says  Alexander 
Justham  at  J.P.  Morgan, 
which  led  Abbey’s  issue. 

Far  investors,'  the  attrac- 
tion of  mortgage-backed 
assets  is  that  they  axe 
"highly  rated  debt  instru- 
ments that  provide  a yield 
pick-up  over  similarly  rated 
debt”,  says  Ganesh  Rajendra 
atMerrill  Lynch- 

They  are  also  protected  if 
the  originator  experiences  a 


deterioration  In  its  credit,  as 
the  SPV  is  legally  separate. 
One  downside  is  that  such 
assets  are  illiquid,  with  a 
shallow  secondary  market. 
Ironically,  says  Rajendra, 
this  ilBquidity  is  one  reason 
why  they  attract  a premium. 

Securitising  mortgages  is 
common  in  the  US,  where  up 
to  40  per  cent  of  home  loans 
are  repackaged.  In  the  UK 
the  proportion  is  just  3 per 
cent,  but  this  is  way  ahead 
of  the  euro-zone  markets 
where  changes  in  the  legal 
environment  axe  forecast  to 
boast  Issuance. 

Last  year,  European  asset- 
' backed  volume  reached 
$40bn.  up  from  S33bn  in  1997, 
and  is  forecast  to  nse  to 
S57bn  this  year.  The  UK 
accounted  for  a quarter  of 
this  issuance,  down  from 
two-thirds  five  years  ago. 

Mortgage-backed  securi- 
ties formed  the  biggest  issu- 
ance category.  In  the  UK  last 
year,  mortgage-backed  bond 
issuance  totalled  S3-9bn. 
compared  with  S3.3bn  the 
previous  year. 

Securing  more  flexible 
funding  makes  hanfca  mare 
competitive  and  therefore 
able  to  offer  better  products. 

Thirty-year  fixed-rated 
mortgages  are  common  In 
the  US.  They  are  rare  in  the 
UK  but  may  become  less  so 
if  improved  capital  manage- 
ment feeds  through  Into 
more  competitive  pricing. 

But  Mr  Jones  at  Abbey 
National  says:  "This  does 
not  necessarily  translate 
into  cheaper  mortgages.” 
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MHI  set  to  reduce  forecasts 

Mitsubishi  Heavy  Industries,  Japan's  largest  machine 
manufacturer,  confirmed  speculation  teat  it  might  be 
forced  to  cut  Its  earnings  forecast  for  this  year  because  of 
the  impact  of  the  strong  yen  and  bigger  than  expected 
tosses  on  plant  construction  projects  in  south-east  Asia 
and  the  Middle  East,  The  group  declined  to  specify  the 
size  of  the  revision,  but  said  it  was  possible  it  fell  into  a 
loss  In  the  second  half.  This  would  mark  the  company’s 
first  half-year  losses  since  its  rehabilitation  in  1964. 

A profits  revision  would  be  another  blow  to  the  Mitsubi- 
shi keiretsu,  the  Industrial  group  that  also  includes  Mitsubi- 
shi Motor,  Mitsubishi  Oil,  which  recently  merged  with 
Nippon  Oil,  and  the  Bank  of  Tokyo-MItsublshi.  Mitsubishi 
Motor,  in  which  MHI  owns  nearly  30  per  cent  If  affiliates 
are  included,  is  expecting  fosses  of  Y9bn  ($75m)  on 
sales  of  Y2,320bn  this  year. 

MHI  said  in  October  it  expected  pre-tax  profits  of 
Y65bn  on  sales  of  Y2,650bn,  based  on  an  exchange  rate 
of  Y120  to  the  dollar.  The  company  said  that  a Y1  move- 
ment in  the  exchange  rate  raised  or  lowered  pre-tax  prof- 
its by  Y2bn,  but  refused  to  comment  on  a report  in  the 
Nihon  Keizai  newspaper  that  earnings  would  fall  to 
Y40bn  this  year.  Alexandra  Hamey,  Tokyo 


NEW  ZEALAND  TV 


Sky  Network  earnings  jump 

New  Zealand  pay-TV  company  Sky  Network  .Television  has 
recorded  a substantial  rise  in  earnings  since  it  became  a 
subsidiary  of  Murdoch-controlled  Independent  Newspa- 
pers last  year.  Sky  reported  a net  profit  of  NZ$1 5.3m 
(US$8. 3m)  for  1998,  up  from  NZ$500,000  in  1997.  Inde- 
pendent Newspapers  bought  control  of  the  company  last 
year  and  subsequently  sold  15  per  cent  to  the  public. 
Directors  said  the  rise  was  due  to  a 10  per  cent  gain  in 
subscribers  which  led  to  a 20  per  cent  increase  In  revenue 
- to  NZ$21 2.4m.  The  profit  included  an  unrealised  foreign 
currency  gain  of  NZ$4.5m.  Terry  Hall,  Wellington 


SWEDISH  COMPUTER  SERVICES 

Millennium  boosts  WM-data 

WM-data,  the  Swedish  computer  services  company,  said 
pre-tax  profits  jumped  from  SKr570m  In  1997  to  SKi932m 
($11 6m)  last  year,  boasted  by  companies  upgrading  their 
IT  systems  for  the  millennium  and  strong  home  computer 
sales.  Total  sales  rose  to  SKr12.38bn  from  SKr7.95bn, 
with  earnings  per  share  up  from  SKr5.56  to  SKr9.12.  The 
company  raised  its  dividend  to  SKr2.25  from  SKr1.40. 
Nicholas  George,  Stockholm 


MSDW 
executives 
pick  up 
$17m  each 

By  Tracy  Corrigan 
in  New  York 


Morgan  Stanley  Dean  Witter 
rewarded  its  two  top  execu- 
tives for  guiding  toe  securi- 
ties firm  safely  through  last 
year's  turbulent  financial 
markets  with  pay  packages 
of  close  to  S17m  each,  up  7 
per  cent  on  the  previous 
year,  but  shifted  the  struc- 
ture of  pay  to  increase  the 
equity  component. 

Philip  Purcell,  chairman 
and  joint  chief  executive 
officer,  and  John  Mack, 
president  and  joint  chief 
operating  officer,  each 
earned  a base  salary  of 
$775,000  and  a bonus  of 
$8.lm. 

In  addition  each  was 
awarded  restricted  stock  of 
84.4m,  and  options  valued  at 
S3£m,  increasing  the  equity 
component  from  32  per  cent 
the  previous  year  to  47  per 
cent. 

Furthermore,  under  a 
restoration  option  plan  pre- 
dating the  merger  of  Dean 
Witter  with  Morgan  Stanley, 
which  compensates 
executives  for  taxes  incurred 
on  exercising  options,  Mr 
Purcell  also  realised  a 
further  S40m  last  year. 
Neither  Mr  Purcell  nor  Mr 
Mack  has  sold  stock. 

Morgan  Stanley  came 
through  the  difficult  market 
conditions  of  last  autumn 
without  suffering  the  heavy 
losses  in  fixed  income  that 
afflicted  many  rivals. 


1 CROSS-BORDER  M&A  DEALS  f 

bidder/investor 

TARGET 

SECTOR 

VALUE 

COMMENT 

Astra  (Sweden) 
Zeneca  (UK) 

Mwger 

Pharmaceuticals 

S35bn 

Delay  downplayed 

Aegon  (Wtands) 

Trarraameriea  (US) 

Insurance 

$9.7bn 

Seeks  critical  mass 

Duke  Enemy  (US) 

Endesa  Chile  (ChBe) 

Power 

S2.1bn 

Bid  for  control 

Arica  (Chile) 

Units  of  Inc  heaps  (UK) 

Bottling 

S750m 

LatAm  disposals 

Credit  Sutese  AM  fSwitt} 

WartJurgh  Plncus  AM  (US) 

Financial  srves 

3650m 

Coraoidatiofl 

Royal  & Sun  Affiance  (UK) 

Tyndall  (Austrafla) 

Insurance 

S483m 

Consolidation 

Chesapeake  (US) 

Field  Group  (UK) 

Packaging 

$360m 

Increased  offer 

Shonrwood  Packaging  (US) Raid  Group  (UK) 

Packaging 

5360m 

Trumped  by  above 

British  Airways  (UK) 

Iberia  (Spain] 

Airlines 

S330m 

9%  plan  agreed 

Lufthansa  (Germany) 
9 

Hudson  General  (US) 

» 

Airport  services 

Si  34m 

Via  GlobeGround 

German  food  and  drink  industry  consolidates 


By  John  Wfflman, 
Consumer  Industries  Etitor 


Two-thirds  of  Germany's 
larger  food  and  drink  compa- 
nies are  planning  acquisi- 
tions this  year  in  a wave  of 
consolidation  driven  by  the 
need  to  improve  competitive- 
ness in  the  European  single 
market. 


A survey  by  PwC,  the  busi- 
ness advisers,  and  the  Fed- 
eral Confederation  of  the 
German  Food  and  Drink 
Industry  says  four  out  of  five 
of  the  largest  companies  - 
those  with  turnovers  of  more 
than  DM500m  (€256m, 
US$284m)  - are  planning 
acquisitions.  The  most 
active  sectors  will  be  confec- 


tionery, soft  drinks,  spirits, 
brewing,  delicatessen  and 
fish. 

The  fragmented  German 
consumer  goods  sector  is 
still  dominated  by  small 
owner-managed  companies, 
many  regionally  based,  Ger- 
many has  proved  relatively 
impervious  to  the  large 
international  food  and 


drinks  groups,  with  German 
consumers  remaining  loyal 
to  local  and  regional  brands. 

But  with  European  retail- 
ers increasingly  looking  to 
reduce  their  suppliers  to  a 
handful  of  companies  capa- 
ble of  delivering  across  the 
EU  the  pressure  is  on  to 
grow,  said  Darius  Kianzari, 
head  of  PwC’s  consumer 


goods  team  in  Germany. 

Last  year  34  per  cent  of 
food  and  drink  companies 
made  acquisitions. 

"As  well  as  the  usual  take- 
overs we  will  increasingly 
see  mergers  of  equals  which 
will  allow  companies  to 
achieve  critical  mass 
through  exponential 
growth,”  Mr  Kianzad  said. 
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shakes  Italian  capitalism 

The  Telecom  Italia  bid  is  a calculated  risk  whose  success  depends 
on  shareholder  value  and  industrial  strategy,  says  Paul  Betts 

The  flotation  16  months  ances  and  reaching  a strafe-  That  nmrnntAd  MV  Colon 


I ago  of  Telecom  Italia 
was  'described  as  “the 
mother  of  all  privatisations” 
bat  even  the  most  sophisti- 
cated business  minds  in  Italy 
would  never  have  imagined 
it  would  have  led  so  quickly 
to  such  a transformation  in 
Italian  corporate  culture. 

By  launching  a LlG2.0O0bn 
($58bn)  bid  for  the  privatised 
group  on  Saturday,  Roberto 


Colaninno.  chief  executive  of  was  obvious. 


aoces  and  reaching  a strate- 
gic telecommunications  part- 
nership with  Maimesmaxui 
of  Germany  - Mr  Colanlnno 
said  he  had  to  decide  on  the 
next  move  for  Olivetti. 

The  strategy  was  simple: 
we  wanted  to  grow  even 
more  in  telecommunica- 
tions,” he  explained.  After 
considering  several  options, 
including  foreign  invest- 
ments, the  solution,  he  said, 


Olivetti,  has  provoked  what 
is  tantamount  to  an  earth- 
quake in  the  traditionally 
closed  and  incestuous  world 
of  Italian  .capitalism  domi- 
nated by  a few  Mgr  influen- 
tial players  and  their  politi- 
cal sponsors. 

Mr  Colanirmo,  the  56-year- 
old  businessman  from  Man- 
tua in  northern  Italy  who 
rescued  Olivetti  from  finan- 
cial collapse,  cuts  an 
unusual  figure  as  a corpo- 
rate raider.  “I  remember  say- 
ing when  I came  to  Olivetti 
two  years  ago  that  when' I . 
had  completed  my  task  I 
would  return  to  run  my 
medium-sized  company,”  he 
said  yesterday. 

So  what  changed  his 
mind?  After  completing  the 
recovery  at  Olivetti  - a task 
involving  shedding  assets, 
forging  international  alli- 


Since  Its  privatisation, 
Telecom  Italia  had  been  left 
with  a highly  fragmented 
shareholding  base,  with  core 
shareholders  accounting  for 
barely  7 per  cent  of  its 
equity  and  the  rest  spread 

among  more  than  1 Km  amaTI 

shareholders. 

It  had  also  suffered  consid- 
erable internal  turmoil  as  it 
sought  to  change  its  old  pub- 
lic monopoly  culture.  Chair- 
men and  top  managers  ram» 
and  went  while  the  telecoms 
market  both  in  Italy  and 
abroad  became  ever  more 
competitive  and  open. 

Telecom  Kalla  was  ripe  for 
takeover.  “It  was  cheap,  it 
offered  tremendous  opportu- 
nities and  Italy  needed  to. 
And  a way  of  resolving  the 
instability  of  the  company 
because  it  was  too  strategic 
for  the  country,”  he  said. 


That  prompted  Mr  Colan- 
tnpp  to  make  his  mows.  It 
was  an  extraordinary  oppor- 
tunity and  I decided  to  take 
it,”  he  said.  His  highly  lever- 
aged bid  proposal  - it  still 
requires  approvals  from  the 
government  which  owns  a 
“golden  share”  in  Telecom 
Italia  and  the  stock  market 
watchdog  before  It  ban  be 
launched  formally  - is  also  a 
calculated  risk. 

“If  I don’t- win  the  battle,  I 
will  have  lost  nothing  and  at 
least  I would  have  tried.  The 
agreement  with  our  German 
partner  Mannesmann  is  that 
they  win  take  over  our  stake 
in  Olivetti's  Oinnitel  and 
Infostrada  tel  ecommuni  ca- 
tions ventures  if  we  gain 
control  of  Telecom  Italia.  If 
not,  we  will  continue ' as 
before  with  these  two  ven- 
tures,” he  explained. 

Mr  Colaninno  acknowl- 
edged a bid  for  Tele- 
com Italia  would  have 
stood  a better  chance  and 
commanded  a lower  price  six 
months  ago,  when  the  priva- 
tised group's  shares  hit  a 
low  after  the  resignation  of 
Gian  Mario  Rossignolo,  its 
controversial  chairman 
Franco  Beraabe,  the  50- 
y ear-old  chief  executive  of 
Eni,  the  oil  and  gas  group. 


AVENTIS  REPORT  WARNS  OVER  DEAL 

Merger  ‘may 
force  closure 
of  50  plants’ 


Telecom  Italia's  Franco  Bemabe  (Mf)  faces  a hostile  bid  from  Olvetti's  Roberto  Colanlnno 


was  subsequently  appointed 
chief  executive  of  Telecom 
Itafia  to  revive  morale  and 
refocus  strategy. 

Mr  Beraabe’ s appointment 
was  welcomed  by  the  mar- 
kets and  Telecom  Italia's 
share  price  rose  more  than 
40  per  cent  in  three  months. 
Mr  Beraabe  immediately 
decided  to  halt  his  predeces- 
sor’s ambitions  to  invest  in 
pay  television  and  reorgan- 
ise the  group. 

But  now  he  faces  a hostile 
bid  from  Mr  Colaninno.  At 
€10  a share,  the  bid  offers 
shareholders  a meagre  10.5 
per  cent  premium  to  Tele- 
cam  Italia's  share  price  at 
Friday’s  close.  It  also  con- 
sists of  60  per  cent  payment 
in  cash,  and  the  rest  in 


bonds  and  shares  of  an  Oli- 
vetti unit  called  Tecnost, 
which  manufactures  lottery 
and  football  pools  electronic 
ticket  distributors,  to  be 
used  as  a vehicle  for  the  pro- 
posed takeover. 

Mr  Beraabe  says  the  offer 
is  not  in  the  interests  of 
Telecom  Italia  shareholders 
because  it  greatly  underval- 
ues the  company.  Sharehold- 
ers would  also  end  up  with 
shares  in  a highly  leveraged 
company  with  enaiing  risks. 

The  other  main  issue, 
which  could  also  determine 
the  government's  attitude  in 
the  battle,  is  the  industrial 
strategy  proposed  by  the  two 
competing  sides  for  the  lon- 
ger term  development  of 
Telecom  Italia. 


Mr  Colanlnno  is  banking 
on  his  successful  record  at 
Olivetti  to  woo  shareholders: 
Mr  Beraabe  on  his  equally 
successful  record  at  Eni  and 
the  foot  that  he  is  to  disclose 
on  Wednesday  his  strategic 
industrial  plan  for  Telecom 
Italia. 

Mr  Beraabe  has  so  far  not 
disclosed  his  defences 
against  Olivetti  but  he  is 
understood  to  believe  that 
the  battle  for  Telecom  Italia 
will  ultimately  be  won  on 
the  two  fundamental  issues 
of  shareholder  value  and 
industrial  strategy. 

These  two  issues  are  also 
fundamental  to  restore  credi- 
bility to  the  so  for  unhappy 
privatisation  of  Telecom 
Italia. 


Italian  premier  backs  ‘entrepreneurial  courage’ 


By  James  Blitz  In  Roma 

Massimo  D’Alema,  Italy’s 
prime  minister,  has  Indi- 
cated strongly  that  he  sup- 
ports Olivetti's  bid.  to  take 
control  of  Italy’s  main  tele- 
communications company, 
saying  he  has  an  “apprecia- 
tion for  the  courage  of  a 
group  of  people,  entrepre- 
neurs and  managers  who 
want  to  acquire  and  run  a 
big  company  like  Telecom 
Italia” 

The  premier's  comments, 
reported  at  the  weekend, 
suggest  he  believes  a sjucr 
cessfui  Olivetti  bid  . would 


amount  to  a serious  reverse 
for  the  old  guard  of  Italian 
capitalism  - led  by  groups 
such  as  Fiat  - that  have 
seats  on  the  Telecom  Italia 
board  despite  having  only  a 
small  share  in  its  capital. 

However,  Mr  D'Alema’s 
view  is  not  shared  across 
government.  Senior  officials 
at  the.  Italian  Treasury,  led 
by  the  powerful  figure  of 
Carlo  Azegllo  Ciampi,  made 
dear  last  night  that  it  was 
too  early  to  say  how  they 
viewed  the  $56bn  bid  by  OE-- 
■vettL 

..  Tfee  qpinion.that  the  gov- 
-ernment'  and  the  Treasury 


take  of  the  takeover  battle 
could  be  decisive  for  its  out- 
come. 

This  Is  because  the  Trea- 
sury continues  to  hold  a 3.4 
-per  cent  stake  in  Telecom 
Italia  which  it  has  pledged  to 
sell  this  spring. 

An  investment  bank  is  set 
to  be  appointed  to  advise  on 
the  sale  in  the  next  few  days. 

“The  advice  that  we  get. 
and  how  we  respond  to  it, 
will  be  a very  important  sig- 
nal to  the  market  of  the  way 
things  might  go,"  said  a 
senior  Treasury  official  last 

nigMi 

Italy's  Ministry  of  Tele- 


comm uni  cations  could  also 
make  its  influence  felt  by 
deciding  whether  or  not  to 
give  the  go-ahead  on  compe- 
tition grounds  for  Olivetti's 
decision  to  sell  its  remaining 
stake  in  Oilman  to  Marmes- 
Tnann  of  Germany. 

Olivetti  must  raise  funds 
from  the  sale  for  its  takeover 
bid  to  succeed.  But  the  min- 
istry must  first  reverse  a 
decree  that  forbids  the  sale 
of  its  51  per  cent  stake  until 
the  end  ctf  the  year. 

It  is  too  early-to  talk  of  a 
split  within  the  government 
over,  these  Issues.  But  a dif- 
ference of  tone  is  emerging^ 


between  Mr  D'Alema  and  the 
Treasury. 

The  centre-left  premier 
made  little  secret  last  year  of 
his  distaste  for  the  way  that 
the  state  passed  manage- 
ment of  Telecom  Italia  to  a 
small  group  of  strategic 
shareholders.  “We  had  to  go 
and  ask  if  people  could 
please  acquire  a 0.6  per  cent 
stake,”  he  said.  “It  is  discon- 
certing that  there  has  not 
been  someone  with  the  cour- 
age, the  will,  to  take  a jewel 

like  Telecom.” 

The  Treasury  Is  taking  a 
more  dispassionate  view. 
“We  have  made  dear  to  our ' 


representatives  on  the  board 
that  any  decision  that  is 
taken  must  be  in  the  inter- 
ests of  the  entire  community 
of  Telecom  Italia  sharehold- 
ers” said  a senior  official. 

Ultimately,  the  govern- 
ment’s outlook  on  the  deal 
could  be  determined  by 
whether  there  is  significant 
participation  by  foreign  tele- 
communications companies 
In  the  bid  by  Olivetti,  or  any 
counter-bid  by  Telecom 
Italia.  Italy’s  political  estab- 
lishment is  still  unwilling  to 
allow  an  overseas  group  to 
gain  a significant  foothold  in 
a sector  of  such  importance. 


By  OavH  Owen  In  Paris  and 
David  Piffing  in  London 

Aventis,  the  life  sciences 
company  being  formed  by 
Hoechst  of  Germany  and 
Rhdne-Poulenc  of  France, 
may  close  or  divest  more 
than  half  its  pharmaceuti- 
cals production  plants  if  it 
follows  proposals  set  out  in  a 
working  document  prepared 
last  October. 

The  confidential  document 
shows  more  than  50  out  of  91 
world  primary  and  second- 
ary industrial  sites  targeted 
for  closure  or  divestment  - 
an  average  of  more  than  one 
a month  over  three  years. 

Aventis.  with  sales  of 
$20bn,  will  be  the  world's 
second-biggest  pharmaceuti- 
cals group  and  the  world 
leader  in  crop  protection  and 
animal  health. 

December's  merger 
announcement  marked  the 
first  stage  of  a two-stage  pro- 
cess ending  in  a full-scale 
link-up  between  Hoechst  and 
Rh6ne-Poulenc  within  three 
years. 

Details  from  the  document 
first  appeared  in  Lee  Echos, 
the  French  business  newspa- 
per controlled  by  Pearson, 
owner  of  the  Financial 
Times.  It  talks  of  synergy 
savings  of  tlbn  with  a reduc- 
tion of  around  10,000  employ- 
ees being  identified.  When 
the  deal  was  unveiled,  the 
companies  spoke  of  annual 
cost  savings  of  about  SlJSfen 
by  cutting  jobs  and  overlaps. 
Of  this  figure,  60  per  cent,  or 
just  over  $700m,  would  come 
from  pharmaceuticals. 

This  $70  Dm  figure  is  under- 
stood to  assume  little  or  no 
contribution  from  France 
where  unemployment  is 
high  and  any  job  cuts  would 
be  particularly  sensitive. 
The  working  document  tar- 
gets the  divestment  of  six 
French  industrial  sites  and 
talks  of  “a  continued  gradual 
phase-out"  of  the  Remain- 
vine  R&D  site  over  10  years. 

As  it  consolidates  its  two 
portfolios  of  drugs  in  devel- 


opment, Aventis  will  hare  to 
cull  several  projects.  The 
working  document  appears 
to  indicate  that  it  is  consid- 
ering withdrawing  from 
bone,  rheumatology  and  pos- 
sibly asthma  therapies. 

Hoechst  recently  launched 
Arava  for  rheumatoid  arthri- . 
tis,  but  sales  are  not  expec- 
ted to  climb  much  above 
$3GOm.  The  document  sug- 
gests RP  could  license  out 
one  related  product  - a new 
oestrogen  being  developed  to 
treat  menopause. 

Hoechst  Marion  Roussel,  - 
the  pharmaceutical  arm,  was 
forced  to  withdrew  Seldane, 
an  anti-allergy  agent,  and 
Rhone-Poulenc’s  asthma 
franchise  has  been  battered 
by  competition. 

Anti- allergy  drugs  are 
expected  to  provide  much  of 
the  company's  growth.  Alle- 
gro, HMR's  product,  is  expec- 
ted to  reach  sales  of  more 
than  Slbn,  making  it  the 
new  group’s  likely  top  seller. 
RP*s  development  of  Kestine, 
an  anti-histamine,  may  have 
to  be  abandoned. 

Neither  company  has 
strong  bone  research  pro- 
jects in  development. 

That  would  leave  Aventis 
concentrating  on  cardiovas- 
cular, oncology,  anti-infec- 
tives.  central  nervous  sys-  > 
tem.  diabetes  and  vaccines. 
According  to  the  working 
document,  ant  1-inf ectives 
and  some  CNS  research 
could  be  carried  out  in 
France;  oncology,  immunol- 
ogy and  the  remaining  CNS 
work  in  the  US;  and  cardio- 
vascular and  diabetes  in  Ger- 
many. 

Rhone-Poulenc  said  the 
document  was  one  of  a num- 
ber of  studies  done  by  out- 
side consultants. 

The  document  prepared  by 
Monitor  Company,  the  US 
consulting  group,  lists  35 
sites  as  targeted  for  closure 
in  countries  including  Aus- 
tralia, India,  Mexico.  Puerto 
Rico,  South  Africa  and  the 
UK,  with  16  industrial  sites 
earmarked  for  divestment 
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By  Arkady  Ostrovsky 

Emerging'  - market 
governments  are  cashing  in 
on  the  growing  search  for 
yield  by  European  investors 
with  a -spate  of  debut  bond 
Issues  in  the  new  currency. 

“Euro-denominatad  paper 
is  favoured  over  dollar -de- 
nominated paper,  certainly 
by  central  European  coun- 
tries," said  Thomas  Browne, 
analyst  at  J.P.  Morgan. 

Although  the  amount  of 
emerging  market  debt  issued 
in  dollars  still  exceeds  that 
in  euros,  many  emerging 


markets  are  keen  to  estab- 
lish a benchmark  early  in 
the  Ufe’fltf  the  new  currency. 

Tffift  week  Croatia  will 
became  the  latest  emerging 
market  -country  to  raise 
fluids  In  euros.  It  will  offer 
€Z50m-€800m  of  seven-year 
bonds,  prised  at  about  350 
basis  points  over  the  rele- 
vant German  bund.  Dresd- 
ner  Kteinwort  Benson  and 
Credit  Suisse  First  Boston 
wifi  underwrite  the  offering. 

Christopher  Tu Hy,  director 
at  CSFB,  says  demand  for 
eastern  European  paper  in 
euros  is  driven  by  pension 


funds,  insurance  companies 
and  other  institutional  inves- 
tors looking  for  higher  yield 
when  bond  yields  in  western 
Europe  are  at  historic  lows. 
In  the  past,  emerging  mar- 
kets were  mainly  driven  by 
retail  investors. 

Strong  appetite  for  euro 
paper  last  month  enabled 
Hungary  to  issue  €500m  of 
10-year  bonds  a day  after  the 
Brazilian  crisis.  Hungary 
was  also  ahle  to  price  its  10- 
year  issue  at  a much  tigbter 
spread  than  its  existing  five- 
year  dollar-denominated 
paper. 


Hungary’s  euro  bond  was 
launched  at  87  basis  points  j 
over  the  10-year  German  > 
bund,  or  at  45  points  over 
Euribor,  the  floating  rate 
benchmark,  while  its  dollar 
paper  was  trading  at  65 
points  over  the  benchmark. 

The  prospects  of  conver- 
gence with  the  euro-zone 
makes  eastern  European 
markets  particularly  attrac- 
tive. “With  the  laundi  of  the 
euro  institutional  investors 
have  lost  their  currency  play 
and  are  now  betting  on  con- 
vergence prospects  in  east- 
ern Europe,”  says  Mr  Toffy. 


Other  emerging  market 
borrowers  to  tap  bonds  in 
euros  include  Argentina, 
which  bias  offered  three  such 
issues  this  year  totalling 
€750m.  - 

In  addition,  Lebanon,  one 
of  the  most  frequent  visitors 
to  the  international  capital 
markets,  last  week  became 
the  first  Middle  Eastern 
country  to  issue  bonds  in 
euros. 

Indeed,  so  strong  was 
demand  for  euro-denomi- 
nated  paper  that  Merrill 
Lynch,  the  lead  manager, 
advised  Lebanon  to  increase 


its  euro  offering  from  €10Qm 
to  €3Q0m  and  reduce  the 
accompanying  dollar  tranche 
from  3250m  to  5200m. 

In  tiie  next  10  days,  the 
Philippines  will  become  the 
first  Asian  economy  to  issue 
sovereign  debt  in  euros,  with 
an  offering  of  up  to  €750m. 
Turkey  is  also  waiting  in  the 
wings  with  an  issue  of  €lbru 

"There  Is  a lot  of  money  in 
euros  waiting  for  good  qual- 
ity emerging  market 
names,"  says  Anthony 
Thomas,  emerging  markets 
economist  at  Dresdner  Klein- 
wort  Benson. 


EMERGING  MARKETS  BROKERS  HOPE  TALKS  WILL  STIR  PAKISTAN  INVESTORS  

Flat  market  looks  to  summit 


Kirin  shrugs  off 
fall  in  beer  sales 


By  Peter  Mmdagnon  and 
Farhan  Bokhari  fa  Karachi 


** 


Karachi  stockbrokers  have 
been  desperately  hoping  that 
this  weekend’s  Indo-PaMstan 
summit  would  provide  a 
boost  to  a market  that  stub- 
bornly refuses  to  react  to 
good  news. 

So  Car  this  year  the  gov- 
ernment has  signed  a pew 
agreement  with  the  Interna- 
tional Monetary  Fund  that 
has  semi  the  resumption  of 
aid  flows  halted  following 
last  May's  nuclear  tests.  R 
has  also  signed  a |3-3bn 
rescheduling  deal  with  gov- 
ernment- creditors  in ..  the 
Paris  Club.  Yet  on  Friday 
the  Karachi  Stock  Exchange 
100  index  closed  at  913.78, 
just  over  4. per  cent  below  its 
level  at  the  start  of  January. 

' “We  are  the  cheapest  mar- 
ket in.  the  world,"  complains 
MuhaumadL  Yasin  Lakhajii, 
KSE  chairman.  Pakistani 1 
shares  trade  on  a prica/eara-  - 
tags  ratio  of  just  four  times 
historic  earnings  compared 
with  IB  times  In  1994,  he 
says.  Though  the  market  is 
still  well  above  its  trough  of  - 
765.74  last  July,  When  the 
country's  debt  was-  down- 
graded hr  the  wake  of  the 
nuclear  tests,  too  many 
uncertainties  prevent  inves- 
tors piling  in  in  force. 

Foreign  portfolio  invest- 
ment outstanding!  are  down, 
to  around  only  5300m  from  * 

their  peak  of  $2hn. 

Not  only  are  they  unfikidy 
to  recover  while  anriety  lin- 
gers oyer  the  risk  of  nuctear 
but  iSVfiStfflS . 
are  also  worried  about  the 
continuing  battle  between 
the  government  and  Hubco, 
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the  leading  independent 
power  producer,  which  may 
undermine  IMF  and  World 
Bank  rescue  efforts. 

There  is  also-'considerahle 
concern  over  a request  by 
the  Paris  Club  that  Pakistan 
should  reschedule  outstand- 
ing, international  bond 
fasuwt.  That  would  affect  the 
country's  future  access  to 
the  international  capital 

markets.  . 

Most ' Important  of  all, 
there  is  widespread  scepti- 
cism about'  Pakistan's  ability 
to  meet  the  conditions  of  its 
new  IMF  programme. 

Against  that  background, 
it  la  not  surprising  that  bro- 
kers have  been  hoping  for  a 
boost  from  the  summit,  but 
whether  the  meeting’s  seem- 
ingly rather' modest  result 
win  provide  anything  more 
than  a temporary  boost  at 
best  is  moot. 

Ishaq - liar,  Pakistan’s 
finance  minister,  says  the 
country  is  on-  track  with  its 

IMF  programme.  - ■ 

.“All  commitments  and 
niuleKlimilinffs  wife.  As  IMF 


are  being  followed  rigor- 
ously,” he  says. 

Though  tax  revenues  have 
been  running  behind  sched- 
ule, tins  Is  because  refunds 
held  over  from . the  last. 
financial  year  were  paid  in 
the  first  half  of  the  current 
year. 

The  government  will  meet 
its  Rs328bn  (|7.7bn)  target 
for  the  full  year  to  end  June, 
he  says,  thanks  to  an  expeo- 
ted  pick-up  In  economic 
activity  and  an  increase  in 
tariff  revenues  now  the  gov- 
ernment has  reduced  the 
cost  of  financing  imports. 

For  the  stock  market,  the 
government’s  efforts  to 
reduce  its  deficit  have  added 
significance. 

Masatr  Bukhari  of  brokets 
Whadim  All  Shah  Bukhari 
says  the  high  rate  of  18  per 
cent  available  on  govern- 
ment debt  is  a disincentive 
for  local  Investors  to  hny. 
shares.  Lower  interest  cates 
are.  essential  for  a market 
recovery,  he  says. 

signals  from  an  IMF  mis- 
sion in  Pakistan'  l^st  week 


suggested  that  , the  IMF  was 
happy  for  the  time  being  and 
was  likely  to  release  a fresh 
$50iD  tranche  of  its  loan  in 
early  March,  but  bankers 
warn  that  some  critical  tests 
lie  ahead.  By  the  end  of 
March  Pakistan  must  cut  its 
maximum  import  tariff  from 
45  per  cent  to  35  per  cent,  a 
move  that  is  bound  to  prove 
unpopular  with  industry.  It 
must  also  increase  electric- 
ity charges  by  11.5  per  cent 

By  the  mid  of  June  it  must 
move  to  a market  exchange 
rate,  abandoning  both  the 
official  rate  at  which  wheat 
and  petroleum  are  imported 
and  the  composite  rate  - a 
blend  of  tho  nffiriai  rate  and 
the  interbank  market  rate  - 
at  which  trade  Is  priced. 

However,  the  move  to  a 
market  rate  could  bring  a 
large  loss  to  the  central 
bank,  which  has  guaranteed 
some  $5bh  in  non-resident 
deposits  at  the  official 
exchange  rate  of  Rs46  to  the 
dollar. 

That  would  upset  next 
year's  budget  targets. 

Only -when  it  is  clear  that 
Pakistan  is  willing  to  tackle 
these  issues  will  real,  confi- 
dence return;  brokers  say. 
Then  the  market  could  surge 
as  buyers  snap  up  real  bar- 


By  Alexandra  Harney  in  Tokyo 

Kirin  Brewery  shrugged  off 
the  slump  in  consumer  senti- 
ment and  a decline  in  beer 
sales  last  year,  reporting  a 
fall  of  just  1.7  per  cent  in 
profits  before  taxes  and 
exceptional  items  to 
Y6361bn  ($52Sm).  Net  profits 
jumped  6.6  per  cent  to 
Y27.06bn  on  turnover  down 
L8  per  cent  to  Yl,477bn. 

The  results  reflected  Kir- 
in’s strong  position  in  the 
low-malt  beer  market  despite 
tough  competition  from 
Asahi  Breweries,  which 
shipped  more  cases  of  beer 
than  Kirin  for  the  first  time. 

The  group,  which  also 
markets  non-alcoholic 
drinks,  whisky  and  wine 


products,  attributed  most  of 
the  decline  in  pre-tax  profits 
to  the  purchase  of  its  own 
shares  and  other  financial 
support.  Kirin  has  imple- 
mented a share  buy-back 
scheme  to  improve  share- 
holder value,  which  accord- 
ing to  Goldman  Sachs 
includes  about  asm  shares, 
worth  Y35bn.  by  March  1999. 

Kirin  expects  pre-tax  prof- 
its before  exceptional  items 
to  climb  to  Y82bn  this  year 
on  turnover  of  Yl,520bn.  Net 
profits  should  be  Y36bn. 

• Sapporo  Breweries,  the 
third  largest  beer  maker, 
recorded  net  losses  of 
Y11.19bn  for  1998  on  sales  of 
Y605.7bn.  It  also  fell  into  a 
loss  on  the  pre-tax  level, 
reporting  a deficit  of  Y422m.  I 


The  snag  is  that  things 
could  still  easily  go  the  other 
way.  By  mid-year,  the  mar- 
ket will  either  be  booming  or 
the  country  will  be  mired  in 
another  deep  crisis  as  it  frills 
out  of  compliance  with  the 
IMF. 

• For  the  fi™?  being!  inves- 
tors seem  to  believe  that  the 
safest  thing  is  to  sit  on  their 

hands. 


CONTRACTS  & TEMPERS 

NEWCASTLE  CITY  COUNCIL 
ESTABLISHMENT  OF  AN  APPROVED  LIST  FOR  THE 
PROVISION  OF  LEASING  SERVICES 

Nmnaate  Ctty  Council  twtstos  to  estabfeh  an  approved  fat  erf  contractors  who 
am  able  Id  provide  operating  tossaa  lor  vortrfetes,  movabfci  ftiav  and  equipment 

Equipment  wU  be  purchased  under  an  netting  purchase  agency.  When  dw 
authority  ntshas  la  acquire  a lease  contractor*  on  the  approved  Dst  wfl  be 
Invited  to  quote  rentals  for  ail  or  any  o(  the  equipment  la  be  leased.  The 
preferred  contractor^)  will  then  be  aatocted  on  the  basis  of  tire  most 
aconomtMdy  advantageous  combination  of  price  end  tease  conations. 

The  approved  fid  w9  be  selected  on  the  bww  oi  conwaacra’ abUy  to  meat  the 
Councffs  minimum  requirements  tor  financial  soundness  end  equal 
opponunltias.  The  approved  ter  writ  be  reviewed  ater3  yens. 

Companies  who  may  wistr  n be  considered  tor  Induston  on  me  bet  should 
molar  an  appScabon  by  computing  end  returning  me  Count**  questionnaire 
and  supporting  evidence  no  later  than  10am  7 Aprfl  1888.  The  (gjastiomalrB 
tan  be  obtainad  born  ana  should  t»  returned  »:  • 

fenffiehantaai 

Loans  and  mwsmwnts  Manager 
Newcastle  C8y  Count* 

Strategic  Support  Dbectoreie 
Ctvte  Centre 
Newcastle  upon  Tyne 
NfireiRD 

Tet  Cn9l  232  BS20,  antenatal  6524 
Fare  0181 811  48B4 


By  Uta  HamtecMeger 
in  Frankfurt 

The  chairman  of  Siemens, 
Germany's  largest  engineer- 
ing and  electronics  group, 
has  set  strict  profit  targets, 
under  which  the  group's  16 
divisions  must  each  lift  prof- 
its sharply  by  the  end  of  the 
2000  financial  year. 

At  Thursday’s  annual 
shareholders  meeting.  Hein- 
rich von  Pierer,  who  is  fee- 
ing increasing  pressure  from 
shareholders  seeking  higher 
returns,  pledged  that  all  divi- 
sions must  at  least  cover 
their,  cost  of  capital  Mr  von 
Pierer  threatened  to  divest 
or  merge  divisions  that 
foiled  to  reach  that  goal. 

According  to  Monday's 
edition  of  Focus,  the  German 
weekly  magazine,  Siemens’ 
communications  division, 
which  finishwi  its  last  finan- 
cial year  with  a minimal  pre- 
tax profit,  would  have  to 
earn  more  than  DM500m 
(€255 m,  US$264 m)  within 
two  years. 

Herbert  Steffen,  head  of 
the  transport  technology 
division,  would  have  to  turn 
last  year’s  pre-tax  loss  of 
DM759m  into  a profit  of 
between  DMlOOm  and 
DM200m,  while  Adolf  SOtti. 
KWU  energy  division  chief, 
would  have  to  turn  a DM65m 
pre-tax  loss  into  a DMSOOm 


CREDIT  LYONNAIS 
Yen  3,000,000,000.- 
Fbced  Rate 
Snbonfinated  Notes 
Due  2004 

NottboMnnhcRty 
faftwnd  doc 
CREDIT  LYONNAIS  wH 
ratoon  the  aettf  of  the 
above  mendooMd  fame  u 
their  principal  amm  on 
the  31n  of  March  1999, 
together  with  accrued 
interest,  ■ pemhxed  ■tdw 
OmriMon  3(c)  of  the  Nones. 

Fiscal  and  Paying  Agent 

Jfc]  CREDIT  LYOMNAIS 
EOS  LUXEMBOURG  SJL 


profit.  Semiconductors, 
which  Siemens  plans  to  list 
by  the  beginning  of  2000, 
would  have  to  make  a 
DMSOOm  pre-tax  profit  by  the 
end  of  2000  after  a DMi^bn 
pre-tax  loss  last  year. 

If  Mr  von  Pierer  fulfils  his 
pledge,  Siemens  could  earn 
DM6.7bn  in  fiscal  1997/1998 
after  a DM2-7bn  profit  before 
extraordinary  expenses  in 
1997/1998,  the  magazine 
reported. 

Mr  von  Pierer  is  under 
severe  pressure  to  show  that 
a 150-year-old  industrial 
giant  can  be  competitive  in  a 
world  marked  hy  stream- 
lining and  specialisation. 

In  spite  of  the  radical 
restructuring  Mr  von  Pierer 
announced  in  November, 
including  the  sale  of  all  com- 
ponents businesses,  Siemens 
remains  a highly  diversified 
group  with  businesses  from 
mobile  phones  to  nuclear 
power  plants  and  rail  activi- 
ties. 

Mr  von  Pierer  has  prom- 
ised to  increase  1998/1999 
sales  by  more  than  12  per 
cent,  and  profits  by  an  even 
higher  percentage.  In  addi- 
tion, he  committed  himself 
to  make  80  per  cent  of  Sie- 
mens’ businesses  number 
one  or  two  in  their  fields, 
compared  with  the  60  per 
cent  that  are  currently  num-  : 
her  one  or  two. 


l-jftsa  I Landes 1 

Kreditbank 

ISay  Baden 

V-x  Wurttemberg 

Landeskredltbank 
Baden-Wurttemberg 
USS250.00a.000 
Floating  rate  notes  due 
2002 

Notice  is  hereby  given  that 
the  notes  will  bear  interest 
at  S%  per  annum  from 
22  February  1999 1*  August 
1999.  Interest  payable  on 
20  August  1999  wS  amount 
to  US$1243 1 per  US$5,000 
note.  US5248£1  per  USJIIW00 
now  */*#  USJ2.4&L  1 1 par 
US$100.000  note. 

Global  Agency  and  Trust  Service*. 
QdbaricNA.  London 
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Benchmark  yield  curve 

(%)* 


By  Andrew  EdgecJtffe-Johnson  5-45 


Alan  Greenspan,  Federal 
Reserve  chairman,  will 
deliver  his  semi-annual 
Humphrey-Hawkins 
congressional  testimony  on 
Tuesday  and  Wednesday. 
Analysts  expect  him  to 
present  a balanced  outlook 
for  the  US  economy, 
showing  the  Fed’s  caution 
about  strong  domestic 
growth  and  tight  labour 
markets  while  remaining 
wary  about  the  fragile 
international  picture. 
Expectations  of  a rise  in 
short-term  interest  rates 
have  receded,  thanks  to 
benign  domestic  inflation 
figures  and  slower  stock 
market  growth. 

Attention  will  also  focus 
on  revised  fourth-quarter 
GDP  figures,  to  be  released 
on  Friday.  The  Commerce 
Department  is  expected  to 
revise  the  number  from  5.6 
per  cent  to  6 per  cent, 
largely  because  net  exports 
were  about  $2bn  stronger 
than  expected. 

On  Monday,  the  January 
budget  surplus  is  expected  to 
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come  in  at  an  impressive 
$70bn,  nearly  three  times  the 
level  of  the  same  time  last 
year. 

Consumer  confidence 
figures  to  be  released  on 
Tuesday  should  show  a two 
point  climb  in  the  index  to 
129.0  for  February  - taking 
it  back  to  levels  last  seen  six 
months  ago. 


LONDON 


By  Philip  Coggan 


February  22  - February  28 


The  UK  stock  market  will  be 
looking  for  a lead  to  help  the 
FTSE 100  index  climb  out  of 
the  5,800-6,150  range  in 
which  it  has  traded  so  far 
this  year.  Falling  interest 
rates  and  takeover  activity 
have  spurred  it  towards  the 
top  of  the  range  but 
economic  and  corporate 
earnings  concerns  - 
particularly  In 
manufacturing  - dragged  it 
down  again. 

This  week  will  see  further 
evidence  of  the  UK’s 
economic  situation,  with  the 
second  estimate  of 
fourth-quarter  gross 
domestic  product  growth 
likedy  to  result  in  a 
downwards  revision  from 
the  initial  02  per  cent  figure. 
The  consensus,  according  to 
Standard  & Poor's  MMS,  is 
for  growth  of  just  0.1  per 
cent. 

The  Confederation  of 
British  Industry  releases  its 
monthly  trends  survey  on 
Thursday,  with  attention 
likely  to  focus  on  whether 
the  recent  modest  upturn  in 
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sentiment  can  be 
maintained. 

Alliance  & Leicester. 

HSBC  and  NatWest  will  seek 
to  continue  the  trend  of 
buoyant  hawking  results. 
Other  companies  reporting 
include  ABP.  British 
Aerospace,  BG,  Cadbury 
Schweppes,  Prudential,  Rio 
Tin  to  and  Unilever. 


FRANKFURT 


By Uk Hariuscbfeger  .. 

The  German  stock  market 
may  lack  motivation  this 
week,  as  it  did  in  the  past 
week  when  it  fared 
particularly  badly  compared 
with  other  European  and 
International  bourses.  "The 
market  will  remain  shaky,” . 
said  a trader  at  Bayerische 
HypoVereinsbank  in 

Miminli 

On  Friday,  the  DAX  index 
of  30  German  bine  drips 
closed  at  4£2&26,  down  1 per 
cant  on  the  day  and  12  per 
cent  lower  than  its  dose  a 
week  earlier. 

Traders  say  that  unless 
the  nature  of  the  orders 
changes,  more  sell-offs 
should  be  expected.  Unlike 
orders  from  large 
institutional  players,  recent 
order  sizes  have  been  rather 
qmall  flpfj  Investors  have 
lacked  clear  strategies. 

In  addition,  few  Impulses 
for  the  stock  market  are 
expected  from  Saturday’s 
meeting  of  the  finance 
ministers  and  central  hawk 
heads  of  the  G7  in 
Bonn. 
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Nevertheless,  banking 
stocks  may  be  awaiting 
some  fresh  action. 

Chi  Tuesday  Bayerische 
HypoVereinsbank  will  reveal 
stone  core  earnings  data!  far 
1998,  followed  by  Dresdner 
Bank  on  Thursday. 

grOUp 

Eoechst  will  follow  suit  on 
Friday. 


TOKYO 


By  Alexandra  (tosbaum  ^ 

The  market  is  set  to  enter  a 
nervous  week  as  investors 
try  to  make  sense  of  the 
government's  recent  U-turns 
In  monetary  policy.  In  the 
aftermath  of  the  G7  meeting, 
traders  will  be  watching  to 

see  if  the  government 

maln*Ptns  its  “weak  yen” 
.policy. 

The  yen  is  expected  to 
sink  below  Y120  against  the 
dollar,  Its  Ipw  last  week.  But 
Japan's  ministry  of  finance 
is  not  likely  to  make  any 
comments  that  would 
support  a depreciation  of  the 
yen  below  YI25  against  the 
dollar,  according  to 
economists. 

. “T he  yen  will  be  defined 
by  what  levels  the 
Americans  will  accept,"  said 
Ken.  Qkamura.  strategist  at 
Dresdner  Klein  wort  Benson. 

The  bond  market  will 
react  to  any  further  signs  of 
monetary  paring  from  the 
Rai^ir  of  Japan,  which  last 
week  lowered  the  overnight 
market  rate  from  095  per 
cent  to  0J.5  per  cent 

“We  are  waiting  to  see  if 
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the  Bank  of  Japan  will 
pursue  a policy  of  zero  call 
rates."  said  Mr  Okamura. 

preliminary  data  on 
consumer  spending; 
industrial  production  and 

housing  starts  will  be 
released  this  week  but  are 
not  expected  to  have  a 
significant  impact  on  the 

market. 
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LONDON  RECENT  ISSUES:  EQUITIES 


RIGHTS  OFFERS 


Isu  Amt  Mt 
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FTSE  GOLD  MINES  INDEX 
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Fed  19  Fell  18  Fed  17  Ffifi  18  Fed  13 


-1999  - 
Htfi  Low 
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HflU  Lour 
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— 1999  - Staoa  ana. 
Hgti  Low  Mjjb  Law 


FTSE  TOO  60312  60745  6078.4  6T0&5  60212  81710  4648.7  81780  9885 

FTSE  25D  5173.1  51335  51745  52005  51775  GMQjS  42512  0555  1319.4 

FTSE 250  HIT  52005  51755  51987  5Z2S5  52084  HEAD  42955  10300  13782 

FTSE  350  28595  28784  28785  29924  28586  29674  22335  35404  06*5 

FTSE  SmsKlP  224814  224826  225845224811  224059280899183*49  206859  736329 
FI5E  SmriCn  n ri  2221 20  2217.45  2221 58  221 72B  221 3225554.10 181 8 93  B0MJ0I363J9 
FTSENFSmn  7764.70  Z77V17  2TO3O279S2S27B1572aa5.172166Jl72B06.II.  61.92 


FTSE  Radgfeig  122759122865 122855  f2285212280315T7.il  104817  W17.lt  3144 

FTSE  Ewaln  100  270805  274840274754277872275450399831  204951  309801  2044.47 

FTSE  EuniBp  300  120450 119886 119751 120851 1201.D4 132753  80355132758  87*09 

FT  30  36783  30988  37005  3ES7.7  38487  390*0  28065  300*5  484 

FT  EM  Seartkn  114.64  11458  11*52  11457  114.19  117.17  9351  M1J4  4815 

FT  Rod  Mensl  15831  157JB  157.44  157.45  15654  15830  11552  15839  5853 

FISE60U  tan  ' 90755  90*44  90650  02189' 95816135157  701 50 207831 -.70158 


FORMOSA  FUND 

International  Depositary  Receipts 
First,  Second  and  Third  tranches 
Evidencing  Beneficial  Certificates 
representing  100  units 


CASH  DISTRIBUTION  1998 

Kwang  Hua  Securities  Investment  and  Trust  Co.,  Ltd.,  the  Manager  of  The  Formosa  Fund,  announces  a cash  distribution  of 
NTS  1,600  per  JDH  (equivalent  of  100  units)  for  the  unitholders.  The  cash  djsbfoutJon  represents  a net  of  20  percent  withholding  tax 
and  expense.  The  above  figure  has  been  certified  by  DELOITTE  & TOUCHE. 

The  ex-distribution  date  Is  March  06, 1909. 

Payment  for  coupon  No.  7 of  the  FORMOSA  FUND  INTERNATIONAL  DEPOSITARY  RECEIPT  wffl  be  made  in  USD  on  or  after 
March  29, 1999  at  the  offices  of  Bank  Brussels  Lambert  In  Belgium. 

In  comp  Banco  with  the  terms  and  conditions  of  the  Deposit  Agreement,  the  cash  distribution  win  be  made  by  the  Depositary,  against 
presentation  of  the  appropriate  coupon  and  the  certificate  of  nationality  and  residence  duly  completed. 

Holders  of  IDRs  forming  part  of  a Global  Depositary  Receipt  wil  receive  payment  through  Eurodear  or  Cede!. 

The  results  for  the  year  ended  December  31, 1998  (audited  by  DELOITTE  & TOUCHE)  were : 

THE  FORMOSA  FUND 
BALANCE  SHEET 
DECEMBER  31, 1998. 

NT  Dollars 

2,860,623.166 
94,019,997 
344,318,437 
12.470,815 

30.863.579 
2,032.796 

242,576 
3,464,571,365 

15.910.579 
4,436,244 

620,447 
935,103 
2.422.938 


Stocks  - at  market  value  (cost  NTS  3,101 ,549,997} 

Bonds  - ar  market  value  (cost  NTS  94,019,997) 

Short-term  txUs 

Deposits  in  banks 

Accounts  receivable 

Interest  receivable 

Other  current  assets 

Total  assets 

LIABILITIES 
Accounts  payable 
Accrued  management  fee 
Accrued  custodian  fee 
Taxes  payable 
Other  current  liabilities 
Total  liabilities 
NET  ASSETS 
Represented  by: 

Capital  account 

Income  available  for  distribution 

BENEFICIARY  UNITS  ISSUED 
NET  ASSET  VALUE  PER  UNIT 


24 ,325,311 
3,440,246,054 

3.419,855,240 
20,390.314 
3,440,246,054 
1,223.700 


2.811.35 


THE  FORMOSA  FUND 

STATEMENT  OF  DISTRIBUTABLE  INVESTMENT  INCOME 
JANUARY  1 to  DECEMBER  31, 1938 


INCOME  AVAILABLE  FOR  DISTRIBUTION, 

BEGINNING  BALANCE 
INCOME: 

Interests 
Cash  dividends 
Realized  stock  dividends 
Total  income 
EXPENSES; 

Management  fee 
Custodian  fee 
Taxes 
Others 

Total  Expenses 

NET  INVESTMENT  PROFIT  FOR  THE  YEAR 

INCOME  EQUALIZATION  ON  UNITS  REDEEMED  AND  REISSUED 
INCOME  AVAILABLE  FOR  DISTRIBUTION-ENDING  BALANCE 
LESS  UNREALIZED  LOSS  FROM  INVESTMENT,  ENDING 

ADJUSTED  INCOME  AVAILABLE  FOR  DISTRIBUTION 

Depositary : Sog&s-Fiducem  SA 
Avenue  Mam  be,  24 
1000  Brussels 
Belgium 


NT  Dollars 

232.622 

46.573.772 
45,417,850 
99,436.830 
191,428,452 

77,080,259 

10,745,494 

35.840.773 
3,459262 

127,125.786 

64,302,664 


(17,273,046) 

47,262,240 

(26,871,426) 

20,390,814 


COMPANIES  DIARY 


HSBC  to 
outline  its 
east  Asian 
exposure 

HSBC  Is  today  likely  to 
reveal  that  bad  debts  In  the 
Asia-Pacific  region  have 
risen  further  during  the  sec- 
ond half,  while  loan  loss  pro- 
visions wQl  bear  heavily  on 
reported  profits.  But  North 
American  operations  have 
remained  stable  and  Midland 
Bank  has  continued  tO  tpHn 
ground  in  the  UK.  Forecasts 
for  pre-tax  profit  range  from 
$6.4hn  to  $7.4hn  (€4Jbn  to 
€6bn). 

• Georg  Fischer,  the  Swiss 
engmenlng  group,  is  expec- 
ted to  report  full-year  net 
profit  of  SFrl33m-SFrl40m, 
compared  with  SFrll4m 
($80m)  (€71m)  in  1997.  Sales 
growth  is  seen  as  only  slight 
- mainly  because  of  dispos- 
als in  the  plant  engineering 
sector  - but  growth  in  net 
and  operating  profit  will  be 
strong  on  the  back  of  good 
results  in  automotive  prod- 
ucts and  manufacturing 
technology.  AFX-News, 
Zurich 


1 


John  Bond,  chairmen  of  HSBC:  North  American  operations  have  remained  stable 


TUESDAY 


• Full-year  results  from 
Unilever,  the  Anglo-Dutch 
consumer  group,  are  expec- 
ted to  show  pretax  profit  of 
£3.05bn  (*4^7bn)  <€4.43bn) 
against  £2.9bn  before  the 
customary  restructuring 
charge  and  exceptional  prof- 
its on  disposals  that  include 
£2 60m  on  the  sale  of  the 
Plant  Breeding  Institute. 
Underlying  growth  before 
currency  movements  and 
exceptional  is  likely  to  be  in 
double  digits. 

• National  Westminster 
Bank  has  been  lying  low, 
avoiding  many  of  the  pitfalls 
of  the  financial  markets  that 
have  beset  rival  Barclays. 
The  big  gains  in  cost  effi- 
ciency from  its  programme 
to  overhaul  UK  retail  bank- 
ing operations  are  yet  to 
come,  but  the  bank  is  fore- 
cast to  report  pretax  profits 
of  between  £1.8bn  and 
£2Abn,  with  those  at  the  bot- 


tom of  the  range  expecting  a 
higher  bad  debt  charge. 

• Management  issues  will 
be  the  focus  of  attention 
when  Associated  British 
Ports,  the  UK’s  largest  ports 
group,  reports  Its  annual 
results.  Analysts,  who  will 
also  be  keen  to  judge  the 
performance  of  US  acquisi- 
tion American  Port  Services, 
are  expecting  pretax  profits 
of  £l07m-£lllm. 

• Analysts  are  homing  to 
hear  whether  BG  - often 
mentioned,  as  a possible  pur- 
chaser of  some  of  the  UK’s 
struggling  oil  exploration 
and  production  companies  ~ 
has  any  plans  to  use  its  bal- 
ance-sheet strength  to  fund 
acquisitions,  or  whether  it 
will  continue  with  its  share 
repurchase  programme.  The 
oil  and  gas  distribution  com- 
pany is  forecast  to  announce 
net  indome  of  between  £550m 
and  £660m  and  a 24  per  cent 
increase  in  fourth-quarter 
operating  profit  over  last 
year. 

• Switzerland’s  Ciba 
Specialty  Chemicals,  which 
terminated  a proposed 


merger  with  rival  Clariant 
last  year,  is  expected  to  post 
lower  results  due  to 
Increased  competition  in  the 
global  specialty  chemicals 
industry  and  adverse  cur- 
rency factors.  Analysts  fore- 
cast full-year  net  profit 
before  restructuring  costs  of 
between  SFr393m-SFr459m. 
compared  with  SFr37lm  in 
1997.  AFX-News,  Zurich 

WEDNESDAY 

• Cadbury  Schweppes,  the 
confectionery  and  soft 
drinks  group,  announces  its 
frill-year  results  with  pre-tax 
profit  likely  to  be  just  over 
£600m,  compared  with  £575m 
before  exceptional  last  year. 


• With  Prudential,  there 
win  be  much  interest  in  the 
performance  of  Egg,  its 
direct  banking  arm.  Ana- 
lysts believe  It  could  already 
have  collected  deposits  of 
£2.5bn  in  just  five  months  - 
the  equivalent  of  a small 
building  society.  The  City  is 
looking  for  continuing  oper- 
ating profits  of  £830m  to 
£S80m  (£834m). 


THURSDAY 


• Rio  Tinto  looks  set  to  con- 

firm its  reputation  as  one  of 
the  few  safe  bets  of  the  min- 
ing sector  when  it  reports 
preliminary  annual  figures. 
The  consensus  estimate  pub- 
lished by  IBES  shows  earn- 
ings per  share  declining 
from  53 .2p  to  49.1p  and  pre- 
tax profits  dipping  from 
£l.27bn  to  £l.l5bn.  

• British  Aerospace  will  be 

quizzed  about  far  more  than 
the  figures.  Analysts  will 
want  to  know  about  progress 
in  closing  the  deal  to  acquire 
Marconi  Electronics  Systems 
from  GEC.  and  whether  reg- 
ulators might  intervene. 
BAe’s  views  on  the  future  of 
European  aerospace  and 
defence  restructuring  will 
also  be  sought,  as  well  as 
news  on  the  future  of  Airbus 
Industrie.  Then  there  is  the 
matter  of  how  the  low  oil 
price  affects  BAe’s  A1  Yama- 
mah  contract  with  Saudi 
Arabia,  which  accounts  for 
£2bn  in  revenues.  BT  Alex 
Brown  forecasts  a profit  of 
£681m  (£596m).  ...  - 


NEW  INTERNATIONAL  BOND  ISSUES 
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WEEK  AHEAD 


DIVIDEND  & INTEREST  PAYMENTS 


■ TODAY 

Abbay  National  Treasury  6.8% 
Gtd  Hts  2002  L3400Q0.0 
Avco  Tst  Old  FRN  2000 
£181.57 
Baspak  5.6p 

Chase  Manhattan  Snr  FRN  ■ 
2002  *133.97 
Coral  Products  0.875p 
Hampaon  Inds  0.7p 
IAWS  IRl.852p 
Merchants  Tst  2.98p 
National  Grid  5%%  Bd  2001 
$55.0 

National  Power  8%  Nts  2007 
A$40,0 

Royal  Bank  of  Scotland  FRN 
2005  £90.94 

Schroder  AsiaPacffic  Fd  0.5p 
Scottish  Power  8%%  Bd  2017 
$83.75 

Sec  Containers  A $0.25 
Do  B $05273 

Tesco  8K%  Bd  2003  £87.50 
Tokyo- Mitsubishi  Tranche  A 
FRN  2001  $13801.67 
Do  Tranche  B 1999  $13775.39 
Trustee  Fin  1114%  SvrJ  Db  • 
2016  £5.75 

UK  Pass-Through  Secs  5Y4% 
Sec  Nts  2001  Ecu55.0 
United  Kingdom  9%%  Bd 
2001  Ecu91.25  . . . ... 


■ TOMORROW 
Aon  $028 

Chugoku  Bee  Power  8%  Nts 
2000 *$400.0 
Egypt  Tst  $026 
Ensor  0.25p 

Nationwide  Bldg  Scty  416%  IL 
2024  £3.2572 

Sfflyu  Eurof^a  5.65%  Gtd  Bd 
2000  Y2 825000.0  . . 

Treasury  2%%  IL  2011  £2.73 


■ WEDNESDAY  FEBRUARY 

24  ' 

Abbey  National  Treasury  4%% 
Gtd  Nts  2003  ECU48.75 
Arcadia  8%  Un  Ln  1996/2001 
£4.0 

Debenham  Tewson  & . 

Chrnnocks  1,5p 

Eakmulr  Props  7%%  1st  Mtg 

Db  2020 £3.9375  - 

Do  916%  1st  Mtg  Db  2020 

£4.625 

HeaTs  3.75p 

LPAI^p 

London  Int  0.9p 

Municipality  Fin  11.55%  Gtd 

Nts  1999  FM 11 55  DO.  0 

North  am  Platinum  R0.10 

Royal  Bank  of  Canada  C$0.46 

Vogaia  Metal  R0.185 

Whfttard  of  Chelsea  1.15p 

■ THURSDAY 
FEBRUARY  25 

Abbey  National  Treasury 
5.45%  Gtd  Nts  2003 
L272500.0 

Do  644%  Gtd  Nts  2004  C$ 
67.50 

Alcoa  $0.4025 

AUed  Domecq  10%%  Bd 

1999  £531.25  . . 

- Apollo  Metals  3.4p 
Bank  of  Montreal  C$0.47 
Burtonwood  Brewery  2.12p 
CS  Fast  Boston  Fin  Gtd  FRN 
Aug  2003  $28.59 
Daiei  6%%  Bd  2000 
Y637500.0  ■ 

Daikmlnds  6^5%  Bd  1999 

Y635000LO 

Eaton  $0.44 

John  David  Sports  2p 

Merrill  Lynch  $0.24 

M & G High  Inc  Inv  Tst  0.98p 


Do  Inc  & Grwth  Units  0.^8p 
Do  Package  Units  0£8p' 
Nippon  Sanso  6.4%  Nts  2000 
Y640000.Q 
Titon  17J5p 

Treasury  8%%  2017  24.375 
Whitbread  716%  Un  Ln  1995/ 
99  £2.2048 

■ FRffJAY 

FEBRUARY  26 

Bankers  hv  Tst  Ip 

Bank  of  Nova  Scotia  Fltg  Rate 

Sb  Cap  Db  2085  $293.85 

CLM  Insce  Fd  1J2p 

Canadian  Imperial  Bank  of 

Commerce  Fltg  Rate  Sb  Cap 

Db  2085  $297.08 

Cater  Allen  Equity  Grwth  Fd 

PtgPf7p 

Cater  AUen  GSt  & Fixed  Inc  Fd 
Ptg  Pf  (GOt  Inc)  9p 
Do  (High  Yld  GltQ  20p  ' 

Chase  Manhattan  Sb  FRN 
2000  $129.86 

Ctty  of  London  Inv  Tst  20% 
NorvCm  Pf  7p 
Do  6%  Cm  1st  Pf  £2.10 
Do  6%  Non-Cm  2nd  Pf  2.1  p 
City  of  Oxford  Inv  Tst  O.B5p 
Commonwealth  Bank  of 
Australia  Dtd  FRN  Feb  1999 
$285.94 

Do  Dtd  FRN  Feb  2000 
$285.94 

Do  Und  FRN  (Feb  1989) 
$292.16 

Danae  Inv  Tst  3.625p 
Dettron  Elec  2JJ6p 
Deutsche  Morgan  Grenfell 
Und  Prim  Cap  FRN  $300:17 
Dumyat  Inv  Tst  Cv  Mnthly  Dtv 
0.49p 

Finsbury  Inc  & Grwth  Inv  Tst 
Z5p 


Fleming  Geared  Grwth  Inv  Tst 
ip 

Do  Units  9p  '. 

Fountain  Forestry  1.9p 
Galen  068p 
Game  Tp  ’ 

Gartmore  SNT  0.78p 
Geared  Inc  Inv  Tst  1.625p 
Glasgow  Inc  Tst  l.lp 
Goidshtekf  0.48p  - 
Gooch  & Housego  1-2p 
Goodhead  0.3p 
Greenafls  1QJ51p  . . 

Halifax  Cllrd  FRN  2003 

2378.38 

Hill  Samuel  UK  Emerging  Co’s 
Inv  Tst  0.34p 
Hongkong  & Shanghai 
Banking  Prim  Cap  Und  FRN 
(Seri)  $154.93 
Int  Greetings  3p 
Invesco  Cv  Tst  1.1 5p 
Legal  & General  Recovery  Inv 
Tst  1.85p 

Leveraged  Inc  Fd  2£p 
Lloyds  Bank  Prim  Cap  Und 
FRN  (Ser2)$132£2 
Do  Prim  Cap  Und  FRN  (Ser  3) 
$292.59 

Mansfield  Brewery  6%%  Db 
2028  £3.4375 
Mercury  European 
Privatisation  Tst  FRN  2004 
£1719.17 

Midland  Bank  Sb  FRN  2001 
£87.73 

Nat  West  Bank  Prim  Cap  FRN 
Ser  C $131.39 

Do  Und  Var  Rate  Nts  £191.66 
Nord  Anglia  Education  3p 
Olim  Cv  Tst  3p 
Do  Units  9p 
Orbls  0675p 

Royal  Bank  of  Canada  Fltg 
Rate  Db  2005  $39.38 


State  Bank  of  New  South 
Wales  1216%  Nts  20Q1 
AS1 22.50 

Temple  Bar  Inv  Tst  8%  Cv  Un 
Ln  2002  £3.0 
Tokyo-Mrtsubtehi  Sb  FRN 
2000  $13444.44 
Tomkinsons  8p 
ToppsTEes  1.44p 
Total  Systems  0.8p 
Treasury  10%  2001  £5.0 
Vega  2.1 3p 

Wells  Fargo  Sb  FRN  2000 
$4063 

■ SATURDAY 
FEBRUARY  27 

Gartmore  British  Inc  & Grwth 
0.35p 

Do  Inc  0.35p 
Do  Units  0.7p 

Great  Portland  Estates  516% 
Cv  Bd  2008  £2625 
Invesco  English  & Int  Tst 
644%  Db  2023  £3375  • 
Lonmin  Fin  8%  Gtd  Cv  Bd 
2006  £40.0 

Treasury  944%  2002  £4.675 

■ SUNDAY 
FEBRUARY  28 

Derby  Tst  9.797p 
Ecclesiastical  Insce  13%  Db 
2018  £6.50 

Etectridte  de  France  12%% 
Gtd  Ln  2008  £312.50 
Jermyn  Inv  Props  716%  Cv  Un 
Ln  2008  £3.625 
London  & St  Lawrence  Inv  5% 
Cm  Pf  1.75p 

Prowting  1414%  Cm  Pf  725p 
Wftan  Inv  614%  Exch  Bd  2008 
£30.72916 


UK  COMPANIES 


■ TODAY 

COMPANY  MEETINGS: 
Dettron  Bee,  Suffolk  House, 
Fordham  Road,  Newmarket, 
Suffolk,  11.00 
PWS,  52,  Mlnories,  E.C., 
12.00 

BOARD  MEETINGS: 

Finals: 

BGR 

Commrrasirty  Hosprtais 

Guardian  IT 

HSBC 

Htoemian 

National  Power 

Ultra  Electronics 

Zotefoams 

■ TOMORROW 

COMPANY  MEETINGS: 
Brooke  Industrial,  Aston  HaH 
Hotel,  Woricsop  Road,  Aston. 
Sheffield,  10.30 
Titon,  International  House, 
Paartree  Road,  Stanway, 
Colchester,  10.00 

BOARD  MEETINGS: 

Finals: 

Access  Pius 
Admiral 

Assoc  British  Ports 
Capital  & Regional 
Dmatek 
Herald  Inv  Tst 
Inv  Tst  of  Guernsey 
Irish  Permanent 
1 orlon 

Nat  West  Bank 
Oxford  Asymmetry 
Porvair 

Shires  Smaller  Co’s 
Stadium 
Vymura 
Interims: 


Baazer 

CHy  Technology 
1CM  Computer 
NXT 

■ WEDNESDAY  FEBRUARY 
24 

BOARD  MEETINGS: 

Finals: 

AIM 

Ashanti  Goldfields 
Avis  Europe 
Cadbury  Schweppes 
Centrica 
Conlster  Tst 
Diagonal 

Domrtick  Hunter  . 

Easynet 

bweresJc 

Microgen 

Prudential 

Quantfca 

Select  Appointments 
Standard  Chartered 
Interim: 

Log  lea 

■ THURSDAY 
FEBRUARY  25 

COMPANY  MEETINGS: 
Compass,  Law  Society,  113, 
Chancery  Lane,  W.C.,  3.00 
Fairfield  Enterprises,  Farmers 
& Fletchers  HaH.  3,  Cloth  Fair, 
EC.,  11.30 

BOARD  MEETINGS: 

Finals: 

British  Aerospace 
Card  Clear 
Clarice  fT) 

First  Active 
GRE 

Green  Property 
KBC  Advanced  Tech 
Lex  Service 


London  Bridge  Software 
Provident  Financial 
Quadrant  Healthcare 
Smith  & Nephew 
United  Assurance 
Interims: 

GaltHord 

Isotron 

Unx  Printing  Tech 
Muckkm  (A  & J) 

Ouayte  Munro 
Ricardo 
Sinclair  (Win) 

■ FRIDAY 
FEBRUARY  26 

COMPANY  MEETINGS: 
CeOtech,  Merchant  Taylors 
Hall,  30.  Thraadneedle  Street, 
E.Ch  11.30 
Eskmufr  Properties, 
Langham  HHton.  Portland 
Place.  W„  12.00 

BOARb  MEETINGS: 

Finals: 

Alliance  & Leicester 

ttnet 

Interim: 

Go-Ahead 


Company  meetings  are  annual 
general  meetings  unless 
otherwise  stated. 

Please  note:  Reports  and 
accounts  are  not  normally 
available  until  approximately 
six  weeks  after  the  board 
meeting  to  approve  the 
preliminary  results. 

This  list  Is  not  necessarily 
comprehensive  since 
companies  are  no  longer 
obliged  to  notify  the  Stock 
Exchange  of  imminent 
announcements. 


CONFERENCES,  VENUES  AND  COURSES 


CONFERENCES 


FREE 

IT  Eolations  for  Financial 
Services 

Attention  Securities,  Banking 
and  insurance  Pwteiloneli: 

Learn  how  to  leverage 
technological  Innovations  to  slash 
your  bottom  line,  improve 
customer  retention  and  Increase 
profits.  Keynote  addresses  by 
NYSE  Chairman  Fflchard  Grasse 
and  other  Industry  leaden. 

Presented  by  GwtnetGroup  and 

Ziff-Davis. 

For  mnie  op  ITll^mfliihaflon  tLjteiibjopiBdlwiiMRxua 


caN  781-433-1686 
or  vMJha  event  arts  at 
wwwJtfbnMflstreetxQm. 

IT^VallStreet^ 


NEW  YORK 


MARCH  11 

FT  UK  Stakeholder  Pensions 
Conference 

Spoken  include;  The  Rl  Hon  Rank 
Field.  MR  Mr  Oris  Evans.  Department 
of  Social  Security;  Mrs  Caroline 
Instance,  Occupational  Pensions  and 
Regulatory  Authority;  Mr  Andrew 
Young,  Government  Actuaries 
Department;  Mr  Richard  Stroud,  The 
Pensions  Trust;  Mr  Nick  Page.  Human 
Resources  Directorate.  CBI  and  Mr 
Robert  NuaalL-BBG 
Contact:  Joanna  Edwank 
FT  Conferences 
TH:  (444)  171 873  3374  . 

Rue  (h44)  171  873  3067 


LONDON 


MARCHS  A4 
FT  New  Madia  Conference 
In  the  aftermath  of  the  lunch  of  digital 
teleririoo  in  the  UK.  the  tvraaal  Ties 
New  Media  conference  wffl  eoaurine  the 
sate  of  play  in  the  digital  market. 
Ddonguishod  Speakers  tadude:  Mr  Ian 
Wfat,  Sky  Ehcertunmen*;  Mr  Tony  ffiitey. 
Tdcwest  Otmiminiratione  pic;  Mr  Adam . 
Singer,  Rcxccb  pic;  Mr  David  Etocboty, 
BBC  ood  Mr  Stephen  GnHaa;  CkaSgteL 
Ctesacc  CashotieMacSweeney 
FTConfaencetlU:  1+44)  171  873  3162 
Fax;  (+44)  171 873  3067 
Email;  caiberioemiacsweaiey9PT.com 

LONDON 


Market  & CompsHthre 
Intelligence:  Understanding 
the  Impact 


MARCH  16-19 
■ Th®  Moth  international 
European  Businaes 
Information  Conference  - EBIC 

Topic*:  living  companies;  knowledge 

intranets;  search  engines;  content ' 
managrmmi  SanmeiMuaivB  jrapcmiMr 


Companion 

CtrtBmnB»ferUaifcn*ghch>alcnal/ 

Marion  R—atcham/Oariortrenapara 
faa»i*ig:  7ha  Walpanoa  CytM,  Sjnngy 
atti  wmonal  Mattel  Raaameh  EHca  S 
Global  PMpacftea,  Hgfar  haraalw 
pmpnmnw  of  Papm*  Parol  Onannona 
&VWMaGMupa 

Vena;  ManorthanM  HoM,  Ganavs 
(Strioariand) 

For  progreanmnfteflletmtioil 
contact; 

ESOMAR  (Europwan  Society  ter 
Opinion  end  Mail  kettna 
Research) 

Tst  +31-20-6642141 
Fax: +31 -20-6842922 
Email:  conteiwncsOaaoniBr.nl 
rjtl 


London 


■KSOWARI 


rod  knowledge  stnegies  fcroeghout  thek 

'spdads  fcn  Bf'c— Iw 
’ jom 

Ckmlncl  Cm  Mnffings  +44 171 251  ^22 
(attendaner  Smiled  to  2501  ■ 

DUBLIN 


“Ewnnr-  SoMogtte  Policy 
Jigsaw* 

Mr  John  Baida  MP,  Minister  of 
State  for  Sdonca.  Energy  & 
Industry,  wBI  join  a grotg>  td 
presdglotisapealaisdtecusalnB 
the  tfrecBon  and  ma{or  themes  lor 
future  energy  pofcy  In  the  IRC 

Ftw  a conference  brochure 
please  contact  Marta  Adams  at 
Ths  Institute  ot  Energy 
on  tel:  +44 171  5800008 
fax; +44171  580  4420 
or«ma&  btfo#faMkorg4tic' 


cha  Institute 

energ; 

of 

/ 

CBI,  London 

MARCH  23 

ERP  and/br  Best-of-Breed 
Supply  Chain  Systems 

Enterprise  Resource  Planning  (ERP) 
systems  form  the  backbone  of  cuswer 
responsive  supply  chains  but.  in 
some  areas,  such  as  forecasting  and 
warehouse  manxgemes^  they  may  **^1 
f^nw  by  bendticef  coccpuas 
packages.  TT\i*  conference  considers 
soaigfai  ERP.  ERP+-bes-of-bteed  systems 
and  izKgpaed  bes-cf-bieed  sobaiom. 

Rmrhmrc  frmn  iuynkwr.  HMHT 

Td:+44  (0)1234  750323 
Fax: +44  (0)1234  752040 
Fm-jt-  Hc#a— field  »«-  ■* 

. NORTHAMPTWi 

MARCH  30  A 31 
Central  A Eastern  European 
Power  Industry  Fonim 
High-level  forum  for  inmisny  officials, 
utilities,  advisors,  investors  analyzes 
gas  and  electricity  sector  cooperation, 
project  financing,  privatization, 
investment. 

“Enagy  Regulation  and  Energy  Trado" 

Prt-Confexence  Seminar  March  29. 

\fenue:  Sheraton  Hold 

Contact;  PenoWefl  Pubfahing  UK  CAE 

3U:  44 1708  342222 

Fax;  44 1708  379344 

email:  peaweSWcompucervexom 

Warsaw,  POLAND 

APRIL  12- 14 
(ATA's  Airline  Financial 
Managanrent  99 

Financial  representatives  and  CFO’s 
bom  over  70  world  entities  gHher  to 
discs  is  critical  issues  in  aviation 
finance.  High  pro  He  speakers  from 
LATA.  STTA.  Citibank.  Saawa  Bank. 
Hmurirand  nuajy  more. 

For  nmreitrfteniatioo  ermtara  Say  ley 

Nash-Snririr 

Tel:  +44  181  607  6241 

Fac+44181572S463 

WU>  tile:  www jaULOfgfevenK 

NEW  YORK 

APRIL  22 

Competing  Through  SldHs 

This  high  profile  conference  sponsored 
by  Forum  Enrope  m)  DEEtdl  tackle 
the  problem  of  widespread  skill 

$hOfl8|tt  ID  Bttifwnal  i UlilHlifWK 
leadership,  bebavtoural  and  IT  skills 
become  even  higher  on  the  agenda  fix 

TH:  (+44)  (0)  1892526757 
Fax:  (+44)  (0)  1892542988 


APRIL  22  & 23 
FT  World  Pharmaceuticals 
Disuuguisbcd  speakers  include:  Mr  Red 
Hmhd.  Fbanadi  A Upjohn;  Mr  Robert 
)iywn  pjg;  Qf  AtAUff 

H Wild,  Warner-Lambert  Company: 
Rnfesar  Dr  Hoot  Meyen  Beyer  AG;  Mr 
Hmy  Wendt,  ihvr  of  Doaddsoii  I uftin 
J rare  tie  Merchant  Banking;  Mr  Eli 
Hurvitz.  Teva  Ptunxnaceffiical  lmtmari** 
Ltd;  Mr  CSDes  Pa)o»,  IMS  HEALTH. 
Confer  Ioanna  Edwards 
Ttt  0171 873  3374 
ft*  0171 873  3067 
e-mail:  joeunajcdwaidsOfLcom 


APRIL  29 

Japanese  Financial  Markets 

Can  the  Japanese  economy  survive 
fintacol  resmemriatf?  This  ppp-fay 
seminar  will  examine  the  current 
position  of  the  Japanese  economy, 
covering  issues  from  corporate 
govemance.  state  fimmers  and  labour 
policy  to  strocmiml  itfonr  ml 
the  real  oudook  for  the  funoe. 

Contact:  Joemn  Edwards  . 

FT  Conferences 

Tet  (+44)  171  873  3374 

he  (444)  171  873  3067  ' 

Emmk  jonnnnedwaids^FTcom 

LONDON 


LONDON 


FRDUD4-Tto4Qi  International 
Handal  Fraud  Ganrantioo 
Tha  Wodcfs  Leading  International 
Convention  on  RnwioW  Freud 
and  FInandal  Crtnte  Prevention. 
Sponsored  by  BankAmerica, 
PricawatertiouseCoopera  and 
Stephenson  Harwood. 
Organisations  to  include;  the  UN. 
IMF,  Council  of  Europe,  BIS, 
OECD  es  wefl  as  Barcieys,  - 
Chase,  Citibank  and  Reuters 
among  many  others. 

Delegates  expected  from  over  80 
nations,  with  prooeoctings  In 
Engfish,  French  and  Spanish. 
CDttiact  Jamie  Harper 
Tht  (+44)171  4191000 
Fax:  (+44)  171 419 1050 
E-nmifc  jarnteOttexxxxuk 

QEH  CoalBreoss  Centra,  London 


Financial  Times  Conferences  & Courses 

International 

Conference  Venue  Directory 

Advertise  in  this  regular  section  and  reach  over  1 million  readers  including 
some  of  the  most  senior  & influential  decision  makers  worldwide. 

For  further  information,  please  contact: 

Jade  Sanderson 

Tel:  +44  171  S73  3507  Fax:  +44  171  873  3765 
email:  jade.sandersoni3FT.com 
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■ Do  you  wbh  to  broaden  ycrar 
troderstandhig  of  the  Japanese  market? 
TRAINING  PROGRAMMES 
IK  JAPAN  FOR  EU  EXECUTIVES 

- HKTP25  Ja|«s  Industry  lmigbt 
Imegqaad  view  oMapinut  iaAray.  buoness 

aractUR,.aal  mmpgni  dauugb  kawn.fidri  trip*. 
rwiaiar.  mhiJuri  compare  visB-TheiE  we  do 
aatkw  eri+giuiJiina  fern.  Trend  txpaaa  and  Bving 
expenses  an  berae  by  thepxnzc^pwa'xciiigmiy 
Scholaidupi  may  be  gSwa  to  smD  ft  media  shed 
co^Mijo  with  less  dnn  250  employee*. 

Dwmtem  either  IJitoj-EM?  19991/1  *tda) 
or  7 Junr-Zloty  1999(4  MdsJ 

Applcatlon  dsaAwt  28  Februmy  1999 


Conferences, 
Venues 
& Courses 


MARCH 5 

8th  Coal  UK/MCIS  Seminar 
“Learning  lo  Play  by  rite  New 
Rules" 

A one  (by  ramar  Socuting  on  UK  coni 

and  eJearioiy  amtoK  lo  2004-  - - - 

Rx  n^iamioa  coatacc 

Tbt  +44  I730  26S09S 

FxX;  +44  1730  260044 

Email:  fatfotecoaMiikcom 

LONDON 


MARCH  18  & 19 
FT  European  Pensions 

Distinguished  speakers  include: 
Professor  Mario  Monti.  Member  of  the 
Baropean  Commission:  Mr  Rees  von 
Rees.  Managing  Director  Shell  Pensions 
Fund,  Chairman,  European  Ferirralioa 
of  Retirement  Provision;  Mr  Martin 
Jack.  Director  of.  IBM  Retirement 
Rods.  EMEA,  IBM  UK  Ltd;  Mr  Brace 
Gamer,  Head  of  Pterion*.  BP  Amoco 
p lr  unit  Ms  Rub  Hnlrfmaa  Head  of 
Aatiou.liddatts&A]lance. 
CboiaeeJonB  Awards,  FT  Conferences 
■fcfc  (+44)  171*73  3374 
Ffec  4+44)  lit  *73  3061 
Email:  jareBaadstenkVFTeoa 

' BRUSSELS 


iBtenntf  eml  Hotel  Iwsstmat 
Forum. 

BerMAfromlha  advfca  of  lop 
namasln  tie  hcM  industry, 
kdudteg:  Sir  Ian  Prossan  Chafonan 
anti  ChM  Bnoutiva,  6as  PLC: 
Andreas  MafahoU,  PMaktal 
Swtasdtel;  Christian  VWaftrir, 
Preridart,  MOrenpk*  Hoteb  and 
Rasxis;  Ateod  WfWn,  PresktortL 
Dorint  Hotels:  Pad  Wbateai.  . . 

Cftehwm.  MMbter  Hosr«y 
Cotporaiioti;  Uurence  GoSar.  CEO, 
Saagagb  Hotel  CapUbta 
Contact: Tms Paurson,.'.  ... 
Tel: +44(0)1 244 3831 24  . 

Fax:  +4401)1244370011 


Hotel  Mw-Ctmtteental 


Rod  out  atat  oppofteteaa.CftOAnA 
eanotarta^ooBpany-nBanrf  - 

The  Economist  Conferences' 

Second  Rouititeble  arftb  tea  ■ 
Gewnmeot  ol-Crostte 

\buMHwvafteoppottdeyioiswiJ 
prawnfctaafcm  Prime  lUaterZMo 
IHia  Dreuty Ware  IHM  Borislav 
fflwyo  and  many  orii  senior  pdlttra. 
You  atetiro  beaUa  m mastard  roSKak 

wlh  otaa-butewaapaopto  tare  B 
aMHdtand  amtdtan  opamOonah 
Cretan  Tha  RotsKtette  la  an  aecteart 
d—ate  tima  enjariai  nw.  mnremt 
andapHonaetetrenteBaod  jnw 

testa  ■ 

teataocKonarith: 

Baid>Vi»tria  naataauttfimia 
CmUlBBSialt  f 

MoflStaDavtas  , 
TbaEoonomMOonfantitaa 
TM;  (43.1)71241  81 15 
Fas  (43.1)7X241  66 


Zagreb,  Croatia 


VENUES 


Conferences, 
Venues  & Courses 


A new  pgestigkaB  city  mme  within  ibe 
Financial  Times  Head  Office.  Ideally 
suited  for  seminars,  press  iatinches. 
corporate  functions  and  cocktail 
rmyinns.  Sophisticated  audio  visual 
equipment  suitable  fix  ad  mfuittimss. 
Support  va  and  professkmal  staff  on 
band  |6  aeow  yet 

For  farther  dtteOs  please  comecu 
Jay  Ando  • 

Tkl: +44  (0)171*73  3486 
Ike  +44  (8)1718733067 
Emafl:  JaymntnteFCcnm 


^^IFF 


roewhy  of  Hanaoa 

iliaiifnigiifmaim 

IFFkatete  at  the  nrttraHng  oantre 
located  in 8» beat  olihoCSyrf 
London  In  Ckiaen  Victoria  Street  is 
6te  ideal  vanua  far  comptaty 
training  and  oMs  metategn. 

O Accommodates  10-78  people 
O Fuly  AV  equipped 

O First  dasscteBftag 
O RAsuppoftot  IFFs  training 
cerdratoam 

OContpatthre  prices  • 


ABemaflve  Investment  Funds 
& Strategies  ‘99,  Conterenca, 
London 

Bringtig  togathar  an  expert  panel 
cortaatingoCSOoiiha  worhfsleadng 
rrt  experts  and 


bmtaxa.  tttia  eoniarance  oltem  you  tha 
oppoituriky  to  filly  aitajee  (he  meikat 
tunotaoMese. 

How  have  investora  leacted?  How  hrnra 
fmd  menogara  reacted? 

TMa  cortaranca  wti  axainlna  tha  views 
and  sstiona  of  both  investors  and 
manager*,  but  mors  bnpoAuflly,  tHa 
conference  wflexamtea  the  reel 
prospects  tor  the  atomnflyB  kwaatii  ■« 
coramcaily  as  I mows  fcxvwd.  WMch 
atrategtoe  and  managers  an  perionring 
beat?  Wfiere  b hvestor  money  Sowing? 
Rnd  out  by  attancirg  Aftentahn 
Investment  Raids  & Strategies  "99. 

For  more  Humiliation  contact 
Jonathan  llctaoy  on 
+44171  8275388  or  atantaivety  visit 
our  webafta  nt  wwmaiitesaeterB 


MARCH  17-19 
HeMi-jwIws  h fttanciaUBtotaattea 
Introduction  to  the  City  and 
Financial  Markets 
• Historical  Role  cf  the  City  ■ The  Role 
of  the  Bank  of  England  - Banking 
System  and  Market  Participants 
- Oig+iii national  Structure  and  Services 
a Major  Banks  • Non  Bank  Financial 
Institutions  • Capital,  Money  and  Risk 
Management  Maikeu  ■ The  London 
Stock  Mattel -Ifcdmology  and  Jargon 
Comacc  Birchin  Training  & Consulting 
Tte  0171  929  6633 
Fax:  0171  9296644 
Email:  wa^umh@lnretuiLcmn 
Internee  tap#www.brtcbi«riintngnoni 
LONDON 


APRIL  19 -JUNE  7 
FT  City  Course 
The  FT  Giy  Course,  which  takes  place 
over  8 weekly  afternoon  sessions, 
provides  an  excellent  inaodnetioo  to  the 
Oiy  of  London  as  a major  financial  and 
trading  centre.  Speakers  include:  Mr 
Roger  Miles,  British  Bankers* 
Association;  Mr  Josh  Amenta.  Credit 
Smsse  Fust  Boston;  Mr  Joint  SbcppenL 
Dresdner  Kleinwon  Benson  and  Mr 
Naresh  Sonpar.  Banqoc  Nationale 
de  Paris. 

Ohnbcc  Jomra  Edwards 
FT  Conferences 
Td;(+44l  171 873  3374 
Faro  (+44)  171  873  3067 
Emafl:  jo— uthranhltccm 

LONDON 


LANGUAGE  COURSES 


m 


LANGUAGES 
FOR  BUSINESS 

• Mnd  taboo  for  fatsiness  paopio 
e Corses  for  Indhaduats  and  groups 
a kvcompwy  or  at  or  contras  in 

London,  Cbtford.  Bngtsnn.  Kmt  and 
Etirbugh 

♦ Expert  teodteg  in  over  40 
tatguages  ncuing  Engteti 

RacoM  Untuaphona 
31  Jofn  Adam  St.  London  WC2N6HX 
teephone:  0171  839  3622 
Fae  01 71 839  3677 
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Venues 
& Courses 


FAST.  EFFECTIVE.  AFFORDABLE 

Would  speaking  your 
Customers  language 
have  made  the 
difference  ? 


Did  your  last  meeting  overseas  go  as  wbB  as  you  had 
hoped?  No  ? Why  not  ?Did  you  lose  out  to  a competitor 
who  did  speak  the  language  of  the  customer  ? 
Don’t  let  it  happen  again  - 


In' 


Call  BERLITZ  for  details  of  "Doing  Bus! 
French/German/Spanfsh  NOW  on 

0171  - 915  0909 
0121  - 643  4334 
0191  - 228  3607 
0131  - 226  7198 


GaBBO 


Helping  the  World  Communicate. 


Residential 

Immersion 


language  acquisition 

■ " ’ . \~'f~  Vr..>r--?r 

The  Euro  is  here  but  not  the 

Master  English,  French,  German,  Spanish,  Italian  or 
Russian  at  one  of  our  centres  abroad  or  in  the  UK 
and  gain  an  edge  over  your  competitors 

y Intensive,  one-to-one 
y Tailor-made  curriculum 

► Qualified,  experienced  teachers 

► Private  accommodation 

► Meals  and  refreshments 

► Cultural  input  RICHARD  LEWIS 

y Airport  pick-up  etc.  (DMMURltiTisis 

y other  languages  also  avaBabie 


■Uvi 


For  more  Infomretion,  plesse 
contact  our  head  office: 
Rhreredown  House,  Wamford, 
Hampshira  8032  3LH,  UK. 


to. +44  1962  771111 
fax  +44  1962  771050 

EBUL  info@crascuHun.com 
WEB  www.cros9Gutture.cofn 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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Mulling  over  G7 


By  Aten  Beattie 


Analysts  are  likely  to  spend 
the  first  half  of  this  week 
mulling  over  events  at  Sat- 
urday’s G7  meeting. 

Discussions  there  focused 
on  the  need  for  all  conti- 
nents  to  play  their  part  in 
stoking  up  world  demand. 
This  has  been  widely  seen  as 
a US  call  to  Europe  to  kick- 
start  domestic  demand  with 
looser  policy.  Since  fiscal 
policy  in  euro-zone  countries 
is  constrained  by  the  stabil- 
ity pact,  many  will  see  this 
as  a hint  that  the  European 
Central  Bank  should  cut 
interest  rates,  a move 
already  strongly  urged  by 
many  euroaone  politicians. 

Despite  rumblings  from 
Hans  Tietmeyer  at  the  G7 
that  the  euro  was  not  over- 
valued. this  may  precipitate 
a further  weakening  in  the 
already  battered  currency. 
By  the  end  of  last  week  the 
euro  was  nearing  the  key 
$1.10  level  against  the  dollar. 

The  dollar  may  also  draw 
strength  from  Alan  Green- 
span's Humphrey-fiawkins 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 


DOLLAR  SPOT  FORWARD  AGAINST  THE  DOLLAR 


testimony  on  monetary  pol- 
icy to  the  Senate  banking 
committee  on  Thursday.  Mr 
Greenspan  Is  likely  to  say 
growth  wffl  slow  in  the  US, 
and  that  there  may  be  a 
downside  risk  from  a correc- 
tion in  the  equity  markets. 

This  may  provide  relief  to 
wary  markets  fearing  that  a 
continuation  of  above-trend 
economic  growth  may  fur- 
ther widen  the  ballooning 
US  current  account  deficit 

Markets  will  also  have  a 
chance  to  judge  whether  last 
week's  weakening  in  the  yen 
was  a genuine  change  in  pol- 
icy or  a short-term  fudge  to 
avoid  US  criticism  at  the  G7 
meeting  Bank  of  Japan  and 
Ministry  of  Finance  pro- 
nouncements will  be  scrutin- 
ised for  signs  that  last 
week’s  Damascene  conver- 
sion to  the  cause  of  a weaker 
yen  may  be  reversed. 

In  the  UK,  the  second  esti- 
mate of  1998  fourth-quarter 
GDP  is  due  on  Tuesday.  A 
large  downward  revision  to 
the  first  estimate  of  0.2  per 
cent  growth  could  under- 
mine sterling. 
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STATE  PROPERTY  FUND  OF  UKRAINE 

Tender  offer  for  the  sale  of  51%  of  “Zhydachiv  Pulp  and  Paper  Mill”  JSC 
Starting  price  : Hryvnia  (000) : 17  043.9 

Deadline  for  the  tender  proposals  and  related  documents : May  24th  1999 

Date  for  tender : May  31st  1999 

Address,  telephone  and  working  hours  of  the  State  Property  Fund  of  Ukraine.  Department  on  tender 
planning  and  conduct : 

Room  504  or  607 

18/9  Kutuzova  Street  - 252133  Kiev 
Tel : + 380  44  296  59  77  - Tel : + 380  44  294  33  39 

Tender  proposals  and  supporting  documents  should  be  sent  to  this  address.  The  Department 
of  tender  preparation  and  conduct  (296  59  77)  will  organize  at  request  a visit  of  ^ “Zhydachiv  pulp 
and  paper  mil  r 

4,  Fabrychna  Street  - Zhydachiv  - Lviv  Oblast 

CCF,  advisor  to  the  State  Property  Fund  of  Ukraine,  has  prepared  an  information  memorandum 
available  at  request : 

4b  Staronavodnytska  sL,  ApL5 
252015  Kiev- 15 

Tel : +380 44 294 98  35  -Tel : + 33  I 40  70  74  83 
Fax : + 33  1 40  70  7 1 42  - E-mail : asimon@ccf.fr 
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Danish  Banking 
& Finance 

Wednesday  April  14 


For  further  information  please  contact: 

Erna  Pio  in  Copenhagen 
Tel:  +45  3313  4441  Fax:  +45  3393  5335 
email:  erna.pio@FT.com 

or  Kirsty  Saunders  in  London 
Tel:  +44  171  873  4823  Fax:  +44  171  873  3204 
email:  kirsty.saunders@FT.com 

FINANCIAL  TIMES 

No  FT,  no  comment. 
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All  eyes  on  French  and  German  data 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  IRE  EURO 


EUROPEAN  OVERVIEW 

By  Horfan  Gfenbd 
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European  equity  markets 
will:  pay  more  than  usual- 
attention  to  this  week’s  eco- 
nomic figures,  especially  far 
anyjeign  of  continuiiig  weak- 
nes$  in  French  and  German 

The  market  has  been 
unsettled  by  the  steady 
stream  of  weak  data  in 

FTSE BrioclfflO  . 


Europe,:  in:  particular 
week's  ’news  that  .German 
gross  domestic  product  bad 
declined  In  the  last  quarter 

Of  1998. 

However,  some  analysts, 
such  as  Ian  Scott  at  Lehman 
Brothers,  say  that  the  mar* 
ket  has  reacted  too  nega- 
tively to  recent  figures  in 
Europe.  He  said  equity  mar- 
kets have  been  pricing  in 
more  gloom  than  was  Justi- 
fied by  the  fundamentals. 


“The  shift  towards  more 
cyclical  stocks,  such  as"  con- 
sumer goods  and  com- 
panies, wiU  continue:" 
French  economic  data  are 
Hkety  to  have,  a bearing  on 
this  week’s  equity  markets, 
with  analysts-  gypryifing  con- 
sumer confidence  to  remain 
upbeat  in  spite  of  dower 
growth. 

Household  consumption  of 
manufactured  goods  for  Jan- 
uary is.  likely  to  show  a 


strong  increase,  in  response 
to  growing  consumer  confi- 
dence. 

“This  figure  [out  on 
Wednesday!  will  set  the  tone 
for  the.  rest  of  the  week.  If 
consumption  data  comes  out 
strong,  equities  will  be 
buoyed  ahead  of  Friday’s 
gloomier  figures,”  said 
James  Cornish  at  BT  Alex 
Brown. 

French  unemployment  and 
fourth  quarter  GDP  figures. 
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to  be  released  on  Friday,  are 
both  expected  to  come  out 
weaker.  This  view  has  been 
supported  by  last  Friday’s 
industry  data,  as  French 
industrial  production  fell  1.6 
per  cent  in  December  from 
the  previous  month. 

French  equities  will  also 
take  their  cue  from  the 
much  anticipated  Air  France 
initial  public  offering  of  a 
20.7  per  cent  stake,  with 
shares  due  to  trade  cm  the 
Paris  stock  market  as  of 

Monday. 

On  Tuesday  last  week,  the 
government  priced  Air 
France  shares  at  €14J2  for 
institutions  and  at  €14  for 
individual  investors.  Ana- 
lysts considered  the  offer  “a 
lot  cheaper  than  other  air- 
lines”. 

A rise  of  6.1  per  cent  in 
L'Orgal’s  share  price  an  Fri- 
day suggested  that  the  com- 
pany's pamtngM  figures,  due 
on  Wednesday,  will  come  out 
stronger  than  expected. 
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• MfaUU4il 
Notice  i>  kotby  grvea  rinz  lot  Ac 
Intuut  PcAxJ  lWl  February,  1999 
» 19d»  May.  1999,  die  Now  will 
cany  a Ran:  of  hum  of  5J 
per  per  mmafl.  The 
Abbbbi  per  US.  $25X000  Note 
wlD  be  UA  $339931  payable  on 
19*  Ma*  1999. 


The  boortl  of  directors,  pra 
Aucfed  consoTdcted  data 

Net  safes 
Operating  income 
Operating  margin 
Net  income 
Net  margin 


1998  consolidated  accounts 

d by  Mr.  Frongob  Grappote,  dosed  financial  statements  far  1998. 


1998 

M6  MF 

2,177  14,27* 
351  2^02 

16.1% 

193  1,269 

8.9% 


1997 

_M€ MF 


1,985 

13,018 

♦9 

313 

2,051 

+12% 

15.8 % 

162 

1,065 

+19% 

Morgan  Guaranty  Trust 
Company  of  New  York 

PTE  8,000,000,000 
Floating  Rate  Notes 
due  August 2006 

The  rate  of  Merest  hr  die 
period  22  February  1999  to 
23  August 1999  has  been  set  at 
3.1 124%  per  anmnn.  hrterest 
payable  value  23  August  J999  . 
will  amount  to  PTE  310^17.29  1 
per  PTE  20JOO.OOQ  note. 

GMal  Agency  and  Trust  Semket, 
CWbantNA^lxodcm 
22  February  1999 

CmBAN<0\ 


The  Chase  Manhattan 
Corporation 
its.  $500,000,000 

Senior  Floating 
Rate  Notes  Due 2002 
Jn  acoontanCB  wfeh  the  pnavatans 
of  tfw  Notes,  notice  to  hamtoy 
tfven  8ft  tor  the  Irftreet  period 
horn  FSbnnry  22.  1999  to 
U^r  2%  1909  the  Notes  wS 
cany  en  trftnft  mte  of  5X6% 
peraonun. 

The  | merest  payable  on  tt* 
ndevnrd  bitaraet  payment  data. 
May  21.  1999  wffl  be  U S. 
$123.44  per  U&  5X1,000  Note 
and  as.  $1^34.44  per  U.S. 
$100,000  NC8B. 

BacTteOeni  Tint 

London 

FebiuBry22.1flffl 


Despite  slowing  in  the  find  quarter,  portkubrly  in  December,  sales  rose  4.2%  at  constant  structure  cud 
exchange  rates.  Current  deda  show  a rise  of  97%  after  inclusion  of  the  URA  Serf!  emergency  lighting  division 
and  US  cwifanyCktraucs,  wbfch^edafaas  in  preceding  for  VDI  networks. 

knprowsd  earnings  and  margins  refied  ffw  groups  capadiy-  to  male  lf»  marf  of  its  markets.  Owr  (wo  years,  . 
operating  ‘mcome  rose  42X  and  net  income  37%. 

Hie  board  wig  ask  foe  annual  general  meeting  to  be  held  in  Limoges  on  May  26,  1999  to  approve 
dnfcixjtian  of  a net  dividend  amounting  to  euro  1J5  per  ortfinexy  share  and  euros  2.48  per  preferred  1 
share,  equol  to  appraDdmately  French  tana  10.17  and  French  Irenes  16.27  respectively,  representing  a rise  1 
of  13%  from  1997.  After  deduction  of  foe  advance  paid  on  February  1,  foe  bakmce  of  euro  0.85 
{approximately  Bench  francs  5 JB]  per  ordinary  share  and  euro  1 .36  (approximately  French  francs  8.92) 
per  preferred  shore  wiJJ  be  mode  payable  from  June  14, ! 999.  As  in  foe  cose  of  foe  dividend  advance, 
shareholders  whose  accounts  are  denominated  in  French  francs  will  receive  on  amount  in  French  francs  J 
corresponding  to  the  conversion  of  foe  total  bakw*  due  at  foe  rate  trffroncs  £53957  far  1 euro.  5 

Financial  information  : Tel : (33)'  1 .49.72.53.53  - Internet : www.iagrondelectric.com 


SIEMENS 

Notification  of  Dividend 

The  Annual  Shareholders'  Meeting  of  Siemens  AG  on  February  16, 1999,  has  resolved  to 
distribute  the  net  income  of  DM  892,170,210  for  the  financial  year  1 997/98,  and  has  approved 
the  payment  of  a dMdend  of  DM  1.50  per  share  of  DM  5 par  value.  The  amount  attributable 
to  treasury  stock,  a total  of  DM  3,230,550  shall  be  carried  forward. 

Against  Dividend  Coupon  No.  43,  the  paying  agent  fisted  below  win  pay  the  dividend  less 
25%  withholding  tax  and  the  5-5%  solidarity  surcharge  on  the  withholding  tax. 

In  accordance  with  the  U.KJGerman  Double  Taxation  Treaty  of  November  26, 1964,  as 
amended  in  the  protocol  of  March  23, 1970.  the  German  withholding  tax  together  with  the 
solidarity  surtax  have  been  reduced  to  a total  of  15%  for  shareholders  resident  in  the  United 
Kingdom.  To  dakn  this  refund,  shareholders  must  submit  an  application  to  the  BundesamtfQr 
Rnanzen,  Friedhofstr.  1,  D-53225  Bonn,  by  December  31, 2003. 

* In  the  United  Kingdom,  payment  win  be  effected  through  the  following  bank: 

Warburg  Dillon  Read, 

100  Liverpool  Street, 

London  EC2M  2RH. 

Beilin  and  Munich,  February  18, 1999 

Siemens  Akfiengesellschaft 
The  Managing  Board 
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Austrian  Hermann  Mater,  here  at  the  world  alpine  championships  in  Beaver  Creak, 
Qfterschwang,  Germany,  on  Saturday 


MONDAY  22 


Diverse  agenda 

European  Union  foreign  ministers  face 
a diverse  agenda,  including  relations 
with  South  Africa,  Japan,  Indonesia 
and  the  smaller  republics  of  the  former 
Soviet  Union,  when  they  meet  as  the 
BJ’s  general  affairs  council  in 
Luxembourg.  Providing  the  talks  are 
not  overtaken  by  events  in  Kosovo  or 
further  repercussions  from  the  Ocalan 
affair,  a key  issue  will  be  the  proposed 
trade  and  co-operation  agreement  with 
South  Africa.  Spain  is  unhappy  with 
the  deal  proposed  by  the  European 
Commission  after  three  and  half  years 
of  negotiations  because  of  its 
protracted  arrangements  for  phasing 
out  the  terms  "sherry"  and  "port"  for 
South  African  fortified  wines. 

Fanners  protest 

Up  to  30,000  farmers  will  protest  in 
Brussels  as  European  Union  farm 
ministers  start  talks  aimed  at  agreeing 
a deal  on  farm  reform.  Germany, 
holder  of  the  EU’s  rotating  presidency, 
wants  to  bring  more  than  18  months  of 
negotiations  to  an  outline  conclusion 
by  the  end  of  the  week.  France  is 
threatening  to  block  a deal  because  of 
its  concerns  over  other  areas  of 
reform.  Including  regional  aid,  being 
considered  by  the  EU.  The  deal  on 
farm  reform,  whether  agreed  this  week 
or  later,  looks  likely  to  be  much  more 
radical  than  expected  at  the  start  of 
the  year.  Member  states  are  set  to 
back  proposals  that  would  mean  that 
direct  aid  to  farmers  would  decline 
from  the  middle  of  the  decade. 

The  aid  compensates  for  cuts  in  farm 
prices. 

Asian  review 

Lawrence  Summers,  deputy  US 
Treasury  secretary,  leads  a US 
delegation  on  its  second  day  of  visits 
to  five  Asian  countries  for  talks  about 
the  economic  situation.  The  delegation 
is  visiting,  in  order,  Singapore, 
Indonesia,  China,  South  Korea  and 
Japan. 

Senate  returns 

The  US  Senate  reconvenes  In 
Washington.  The  upper  chamber  of  the 
US  federal  legislature  went  into  recess 
for  a week  after  voting  to  acquit 
President  Bill  Clinton  of  two 
impeachment  articles  on  February  12. 

Gun  control 

A United  Nations  group  of  experts 
meets  in  Geneva  this  week  to  discuss 
international  measures  to  control  the 
illicit  trade  in  small  arms.  The  23 
experts  are  preparing  a report  to  the 
UN  General  Assembly  this  autumn, 
which  is  expected  to  recommend  the 


convening  of  an  international 
conference  on  the  issue  within  the  next 
two  years.  Control  measures  under 
consideration  include  the  licensing  of 
authorised  arms  dealers,  the  marking 
of  small  arms  as  a way  of  tracing  illicit 
flows  and  the  identification  of  arms 
traders  breaking  UN  or  government 
embargoes. 

Territorial  pledge 

The  governments  of  Bulgaria  and 
Macedonia  are  scheduled  to  sign  a 
joint  declaration  pledging  that  they 
have  no  territorial  claims  against  one 
another. 

Middle  East  move 

Sergio  Marchi,  Canada's  international 
trade  minister,  leads  a trade  delegation 
to  Saudi  Arabia,  the  United  Arab 
Emirates,  the  West  Bank  and  Israel. 
While  in  the  West  Bank,  Marchi  is 
expected  to  open  the  Canadian 
representative  office  in  Ramailah. 

Holidays 

Cyprus,  Greece.  Ecuador. 


TUESDAY  23 


Kosovo  consultation 

The  Swedish  Ministry  of  Foreign  Affairs 
hosts  a Consultative  Meeting  on 
Humanitarian  Support  and  Community 
Improvement  in  Kosovo  in  Stockholm. 

It  is  expected  to  focus  on  promoting 
peace  efforts,  reconstruction  of  the 
economy  and  co-ordination  of 
international  support.  Countries 
represented  are  expected  to  include 
European  Union  members.  Canada. 
Russia,  Switzerland,  Japan  and  the  US. 

Jobs  for  the  boys 

The  Organisation  for  Economic 
Co-operation  and  Development  holds  a 


conference  on  youth  employment  in 
Washington.  Among  those  expected  to 
address  the  meeting  are  Donald 
Johnston,  the  OECD  secretary-general, 
Alexis  Herman,  US  labour  secretary, 
and  Richard  Riley.  US  education 
secretary. 

Refugee  chiefs  four 

Sadako  Ogata.  United  Nations  high 
commissioner  for  refugees,  visits 
Guinea  (to  February  25)  at  the  start  of 
a three-nation  west  African  tour  that 
will  also  take  her  to  Liberia  and  ivory 
Coast 

FT  Survey 

Nigeria. 

Holiday 

Ecuador. 


WEDNESDAY  24 


Corruption  crackdown 

Al  Gore,  US  vice-president  chairs  the 
first  global  conference  devoted  to 
fighting  corruption  in  ail  its  aspects,  to 
be  attended  by  representatives  of  79 
governments  and  scores  of 
international  and  non -govern  mental 
organisations.  The  US  hopes  the 
three-day  conference  in  Washington 
will  institute  a system  of  "peer  review” 
to  hold  countries  to  their  anti-bribery 
commitments,  ft  plans  to  take  the 
recommendations  forward  for  approval 
at  the  next  Group  of  Eight  summit  in 
Cologne.  Germany,  in  June  and  the 
United  Nations  general  assembly  next 
autumn. 

EU  mission  to  Turkey 

Hans  van  den  Broek.  the  European 
Union's  central  and  eastern  Europe 
commissioner,  visits  Turkey.  He  is 
likely  to  hold  discussions  on  political 


Colorado,  earlier  this  month,  competes  at 


stability,  the  recent  establishment  of  an 
interim  government  ahead  of  April's 
general  elections,  regional  security  and 
the  Turkish  application  for  EU 
membership. 

Computer  worries 

Worried  about  what  the  European 
Union  as  a body  should  be  doing  to 
tackle  the  millennium  computer  bug, 
the  European  Parliament  will  hear  a 
report  during  its  two-day  plenary 
session  calling  for  an  information 
campaign  and  increased  international 
co-operation  in  sectors  such  as  air 
traffic  control  and  toe  nuclear  Industry. 
Other  subjects  up  for  debate  indude 
proposals  to  extend  the  working  time 


legislation  to  the  transport  Industry  and 
a plan  for  a regional  management 
system  for  toe  fishing  industry,  aimed 
at  giving  fishermen  a greater  say  in 
decision-making. 

Space  and  time 

Officials  from  Nasa,  the  US  space 
agency,  hold  talks  in  Moscow  on  the 
international  space  station  with  the  aim 
of  sorting  out  delays  to  the  programme 
(to  February  25). 

Holiday 

Estonia. 


THURSDAY  25 


Help  for  Cambodia 

The  two-day  meeting  of  Cambodia  aid 
donors  starts  to  Tokyo.  Samdech  Hun 


Sen,  Cambodia's  prime  minister,  will 
dativer  a speech  on  his  efforts  to  seek 
economic  assistance  from  toe 
international  community. 
Representatives  from  16  countries  and 
officials  of  the  World  Bank, 

International  Monetary  Fund  and  Asian 
Development  Bank  will  discuss 

measures  to  help  rebuild  Cambodia's 
economy. 

Responsible  action 

German  president  Roman  Herzog 
hosts  the  inaugural  session  erf  the 
Council  on  European  Responsibilities 
(Coeur)  to  Berlin,  to  be  addressed  by 
Vaclav  Havel,  president  of  the  Czech 
Republic,  Bronislaw  Geremek,  Polish 
foreign  minister.  Jean-Ctaude  Trlchet, 
governor  of  toe  Ba nk  of  France,  and 
Romano  Prodi,  former  ftafian  prime 
minister.  Coeur  promotes  Europe  as  a 
force  for  peace,  stabffity,  cultural 
values  and  economic  progress. 

Straight  up 

The  annual  "vertical  marathon"  up  toe 
Empire  State  BuikSng  in  New  York 
takes  place.  Runners  dimb  1,576  steps 
from  the  lobby  to  toe  observation  desk 
on  toe  88th  floor. 

Human  rights  tool 

The  US  Country  Report  on  Human 
Rights  (1998)  is  scheduled  to  be 
released  to  Congress.  In  1998  the 
report  was  described  by  John 
Shattuck,  assistant  secretary  for 
democracy,  as  “the  tod  to  ensure  that 
human  rights  concerns  are  taken  Into 
account  to  all  US  relationships:  to  alert 
us  to  dangerous  trends;  to  spotlight 
abuses;  and  to  proride  a yardstick  to 
show  progress”. 

US  bank  reform 

The  US  Senate  banking  committee  is 
expected  to  review  a new  b®  to  reform 
archaic  financial  laws.  Congress  has 
tried  to  reform  toe  Depression-era 
laws,  which  demand  separation  to  toe 
financial  services  sector,  for  more  than 
20  years. 

Holiday 

Kuwait 


FRIDAY  26 


Extra  summit 

The  European  Union's  15  heads  of 
government  meet  for  an  informal 
summit  near  Bonn  in  an  attempt  to 
progress  with  the  "Agenda  2000" 
negotiations  on  reform  of  toe  EU’s 
budget,  its  form  policy  and  its  aid  for 
poorer  regions.  While  the  thorniest 
issues  wifl  remain  to  be  solved  at  next 
month’s  special  summit  to  Berlin, 
diplomats  hope  the  Bonn  moating  wffl 
narrow  differences  and  give  the  leaders 
greater  insight  into  each  other's 
problems. 

Green  get-together 

The  second  congress  of  the  European 
Federation  of  Green  Parties  is  held  in 
Parte.  The  Greens  would  like  to  see  the 


EU  cut  carbon  emissions  by  50  per 

cent  by  2025.  phase  out  nudear 
energy  and  jtfve  more  powers  to  toe 
European  Parliament. 

Iranians'  local  vote 

Municipal  elections  open  in  Iran,  the 
first  since  the  Islamic  revolution  in 
1979.  Local  councils  will  be  given  more 
powers,  to  a move  seen  by  Iranian 
reformers  as  a big  step  towards 
greater  democracy. 

FT  Surveys 

Burgundy:  Indian  infrastructure; 
European  Economy. 

Holiday 

Kuwait. 


SATURDAY  27 


Nigerian  election 

Nigeria  is  due  to  hold  its 
long-promised  presidential  election. 

The  election  is  the  cflmax  of  the 
process  that  wHJ  return  Nigeria,  Africa's 
most  populous  nation,  to  civilian  rule 
by  May. 

Regal  business 

Crown  Prince  Philippe  of  Belgium  visits 
Cairo  with  a group  of  businessmen  to 
explore  investment  opportunities  in 
Egypt  (to  March  3). 

FT  Survey 

Guide  to  Paps  and  Isas  (UK  editions 
only). 

Holiday 

Kuwait 


SUNDAY  28 


Macedonian  inspection 

Jacques  Chirac,  French  president 
travels  to  Macedonia  to  meet 
government  leaders  and  visit  French 
troops  stationed  there  for  possible 
duties  in  neighbouring  Kosovo. 

Olympic  report 

The  report  prepared  by  a panel  of  US 
lawyers  Into  allegations  of  bribery  by 
the  organisers  of  the  Salt  Lake  City 
Winter  Olympics  Is  scheduled  to  be 
released.  The  panel  is  headed  by 
former  US  senator  George  MitchelL 
Salt  Lake  City  officials  are  alleged  to 
have  offered  skiing  holidays,  guns  and 
coflegs  sponsorship  to  IOC  delegates. 

Royal  Vietnam  visit 

The  Duke  of  York,  Prince  Andrew, 
begins  a visit  to  Vietnam  lasting  until 
March  4.  He  will  visit  Hanoi  and  Ho  Chi 
Minh  City  for  discussions  on  bilateral 
trade,  investment  and  social  aid 
projects. 

Compiled  by  Roger  Beale 
Fax  44  171  873  3196 


Other  economic  news 

Tuesday:  UK  fourth  quarter 
GDP  is  believed  to  have 
been  revised  down  from  0.2 
per  cent  to  0.1  per  cent, 
following  much  weaker  than 
expected  manufacturing 
figures.  Alan  Greenspan, 
chairman  of  the  US  Federal 
Reserve,  testifies  to  the 
Senate  banking  committee. 
The  Fed's  new  forecasts  are 
likely  to  show  GDP  slowing 
to  2.5  per  cent  over  the  year 
to  04  1999,  while  inflation 
should  be  2 per  cent  at  toe 
same  time,  says  HSBC.  US 
consumer  confidence  should 
have  risen  a little  further. 
Thursday:  Japanese  GDP  is 
believed  to  have  risen  0.5 
per  cent  in  the  fourth 
quarter.  A monthly  industrial 
trends  survey  in  the  UK 
should  show  an 
improvement  in  output 
expectations. 

Friday:  The  preliminary 
estimate  for  fourth  quarter 
US  GDP  should  show  an 
annual  increase  of  5.7  per 
cent.  French  unemployment 
is  thought  to  have  declined 
by  15,000  In  January,  similar 
to  toe  average  monthly 
decline  in  the  last  three 
months.  This  should  be 
sufficient  to  reduce  the 
unemployment  rate  from 
11.5  to  11.4  per  cent. 


ACROSS 

1 An  example  of  how  one 
golfer  differs  from  another? 
(8) 

5 Walrus  left  with  a mouthful 
16) 

0,  27  It’s  not  simple  curiosity 
in  money-making  (8> 

10  Where  one  is  likely  to  find 
a rink-manager?  ret 

It  They  provide  revolutionary 
means  of  getting  power  (8) 

12  Very  nervous  near  the 
brink  (2.4) 

14  Splendid  work  takes  time; 
it  lacks  spoken  dialogue 
(5.5) 

18  Jolted  at  airborne  Instabil- 
ity (10) 

22  Doesn't  break  open  the  port 
16) 

23  Banter  becomes  hurtful  in 
time  (8) 

24  A fighting  man.  I go  to  join 
up  (6> 

25  Unexpected  good  fortune 
lessens  the  blow  (S) 

26  They  put  things  on  scales 
(61 

27  See  9 
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Statistics  to  be  released  this  week 


Day 

Released  Country 

Economic 

Statistic 

Median 

Forecast 

Previous 

Actual 

Day 

Released  Cowtby 

Economic 

Statistic 

"Medan 

. . . Forecast 

"•  Puriuui 
'••Actual  — •' 

Mon 

Sweden 

Dec  current  account 

Kr4bn 

Kr6.3bn 

Thurs 

Singapore 

04  GDP” 

' . _ • v 

V -0.7%  : 

Feb  22 

Canada 

Dec  retafl  sales't 

0.4% 

1.1% 

Feb  25 

Singapore 

1998  GDP" 

. • ;.;•. 

Hungary 

Y/D  current  account  balance 

-S1.604bn 

France  • 

Feb  Industrial  survey 

_•  -11. v 

Hungary 

Y/D  trade  balance 

-Sl.B22bn 

N' lands 

04  GDP  preBminary— t ' : 

• • i.o* 

US 

Jan  treasury  balance 

$65bn 

-$5.4bn 

N lands 

04  GDP  prefimteaiy“  • 

2-894 

a2*  .. 

Mexico 

Jan  monetary  base 

43.5% 

Sweden 

Dec  Industrial  production**  •' 

1.5*  . 

: '•.«%:  - 

Tues 

Australia 

04  company  profits 

1.8% 

-22% 

Nonway 

Feb  unemployment  rate 

2.6%:  . 

' &6%  • 

Feb  23 

Norway 

Jan  retail  sales,  preliminary  — f 

15% 

US 

Jan  existing  home  sates 

. 4.39m 
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DOWN 

1 Egg  - how  nice  it  may  be 
scrambled  (6) 

2 Gloomy  doctor  put  in  a sen- 
sitive spot  »6) 

3 A Spaniard  is  taken  for  a 
Creek  (6i 

4 Promise  actor  scene  in  new 
production  U0) 

6 Switch  positions  occasion- 
ally 13.3.2) 

7 No  doubt  many  yarns  have 
been  spun  about  them  (8) 

8 Cbap  from  Belgium  is  a 
loyal  subject  (8) 

13  Local  appreciation  Tor 
something  new  (10) 

15  Drinking  song  going 
around  America  (8) 

16  Males  score  in  intellect  (8) 

17  The  magnificence  oF  new 
garden  city  (6) 

19  Play  - but  cheat  (6) 

20  Friend  tucked  in,  showing 
relish  (6) 

21  Not  a big  shot  in  the  gun- 
nery world  (6) 


Winner  of  Puzzle  No.9,908:  JJ).  Hence.  Richmond,  Sur- 
rey 


MONDAY  PRIZE  CROSSWORD 

No.9,920  Set  by  DANTE 

A prize  of  a Tombow  Lucca  fountain  pen  and  rollerball  set,  worth 
will  be  awarded  for  the  first  correct  solution  opened.  Solutions  by 
Thursday  March  4.  marked  Monday  Crossword  9,920  on  the  envelope,  to 
the  Financial  Times,  l Southwark  Bridge,  London  SE1 9HL.  Solution  cm 
Monday  March  ft.  Please  allow  28  days  for  delivery  of  prizes. 

Name. -- 


Address — 


Solution  9,908 


TOMBorr 

FOR  BUSINESS  GIFTS 
TEL:  (01732)  771771 


™ irre  new  moscow  mamon 


iwyui 


Hotel,  you'll  find  service  is  second  to 
none.  This  latest  addition  joins  the  Marriott 
Grand  Hotel  ond  the  Marriott  Tverskoya 
Hotel  in  offering  every  modem  convenience, 
including  business  centers  and  health 
clubs.  Spacious  suites  and  contemporary 
meeting  rooms  make  these  exquisite  hotels 
ideal  for  business  and  leisure  alike.  Whatever 
your  needs,  trust  Marriott  Hotels  of  Moscow 
to  accommodate  them  in  a world  of  comfort. 


y«u'-e  eoMfe«+«iblc 
yai*  c«ui  wyMilty.— 


.Marriott 

MOTHS  Of  MOSCOW 


Moan*  Monfa«  Grand  Hotel 
2d  TvnkByo  ScwT  • Moscow,  103050,  Ronia 
"WL  7495*35-8500  • FAX.  7095-935-8501 


Moscow  MarriaM  loyal  Herat 
11  raitefwtoW.Mow.,  103038,  Suifa 
U:  7-095-937.1000  - FAX  7-095-937-100! 


Motow  Mon  km  1*wdw|u  Howl 
3*  lit  TwnJcoya  ■ 'fbrafayo  S*M  * Masaw.  125047.  Buna 
W:  7-095-258-3000  • FAX  7-095-258-3099 


“■  FOWS  Megezha  Cdtaftn.  New  Yort  O al  rltfV,  nwW. 
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